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Dear Reader, 

How our politicians govern our country matters, especially at such a critical 
time. So we are pleased to publish Simon Benson’s extraordinary story, 
Betrayal, as part of Pantera Press’s commitment to fostering debate. 

Some in the Australian Labor Party would prefer this book hadn’t been 
written, while others believe its story should be told. Decide for yourself. 

If you haven’t picked up a Pantera Press book before, you should know that 
simply by enjoying our books, you’ll also be contributing to our unique 
approach: good books doing good things™ 

We’re passionate about discovering the next generation of well-loved 
Australian authors, and nurturing their writing careers. We’ve also given our 
business a strong ‘profits for philanthropy’ foundation, focussed on literacy, 
quality writing, the joys of reading and, as with this book, fostering debate. 
Let me mention one program we’re thrilled to support: Let’s Read. It’s 
already helping 100,000 pre-schoolers across Australia develop a love of 
books and the building blocks for learning how to read and write. We’re 
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Want to do more? If you visit www.PanteraPress.com/Donate you can 
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more about this great program, and also more on the other programs 
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FOREWORD 





O SOME, THIS book will be about the execution of a state 

Premier ... a clash of ideologies ... a spectacular bungle ... the 
natural end to an unpopular administration ... the betrayal of a 
friend ... an orchestrated political coup sanctioned by the highest 
office in the land. 

But the more important story is how the Labor Party turned on 
itself, abandoned a leader, and in doing so lost all sense of its 
purpose — to govern for the good of its citizens — giving priority 
to politics over policy. 

It is a story that explains and reveals the Labor politic in 
Australia today, both nationally and in NSW. It explains the 
shocking paralysis of government that exists in the country’s largest 
state. It gives colour to the ambitions behind the machine men that 
now run the country, not just that state. And it gives some insight 
into the motivations and methods of the Prime Minister himself. 

It is a book about what the Australian Labor Party has become, 


a Party driven by politics far more than by policy. A Party that 
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speaks of reform, but by its deeds is a shadow of its past under 
Hawke and Keating. 

At another level, the book is about the pursuit of power, and the 
fear that drives it. It is a story as much about extraordinary 
personalities as it is about politics. Politics after all is a study in 
human behaviour. 

This book is a reconstruction of one of the most significant and 
dramatic episodes in Australian politics, events that began in 2007 
and concluded in 2009. It is the result of more than 150 hours of 
interviews I conducted with more than 40 former and currently 
serving state and federal members of parliament, ministers, staffers, 
union members and political office holders. The dialogue and quotes 
attributed to individuals contemporaneously were reconstructed from 
the memories of people involved, their own notes and diaries, or from 
other accounts and sources. Where I attribute thoughts, conclusions 
or feelings to someone, they come from that person, a colleague 
claiming knowledge of them, or the written record. The majority of 
the interviews were recorded but the sources of many of the 
conversations have remained confidential at the request of those 
involved. 

Many of the revelations in this book will be controversial and 
potentially uncomfortable for those still in political life. Indeed some 
tried to persuade me to abandon the book. But others pushed me 
to continue, strong in their belief it was a story that needed to be 
told, however unpleasant it may have been, even for them. 

Surprisingly, the most strident were members of the Australian 
Labor Party, who believe that only through confronting what 
happened, will they be able to rebuild the shattered NSW Labor 
Party, and prevent the federal Party from going the same way. 

The most difficult task of a journalist, when trying to untangle 
a story of such complexity, is to sift through the the half-truths, 
the lies, the agendas and the exaggerations that while not confined 
to politicians, appear to be over-represented among them. They 
would say the same of journalists. But my aim was to arrive at 
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the truth, as revealed by the facts as represented by those who 
were there. 

They were events I was privileged as a journalist to observe first- 
hand and to report on. | 

The story of what went on behind the scenes during the turbulent 
last months of the Iemma government could never have been 
brought to light in this book without the help of the many who 
participated. 

However, I make particular mention of former NSW Premiers 
Morris lemma and Barrie Unsworth, ex-NSW Treasurer Michael 
Costa and former Australian Prime Minister Paul Keating, each of 
whom devoted many hours answering questions they probably 
would have preferred not to. To these extraordinary men, I owe a 


lifelong gratitude. 


Simon Benson, April 2010 





WHO'S WHO 


etrayal is not only a story of political character but of 
Be... in politics, a complex array of individuals. Many are 
immediately identifiable, others easy to forget. Following are the 
main players: who they are, where they have been and where they 


are now. 


Kevin Rudd 

Elected to the federal Parliament in 1998 and took over the Labor 
leadership from Kim Beazley in December 2006. Elected Labor 
Prime Minister of Australia on November 24, 2007, defeating John 
Howard and becoming only the second Queenslander ever to lead 
Federal Labor to victory. 


Paul Keating 

Elected to the federal Parliament in 1969 at age 25, the Sydney-born 
former President of the NSW Labor Party became Prime Minister 
in 1991when he took over from Bob Hawke, going on to win the 
1993 election, and coining the phrase “the sweetest victory of them 


all”. He resigned from Parliament on April 23, 1996 after losing the 
election that year. 
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Morris lemma 

Entered NSW Parliament in 1991 and became the 40th NSW 
Premier on August 3, 2005 replacing Bob Carr. He led Labor to an 
historic fourth term in March 2007 and continued to serve as 
premier until September 5, 2008 when he was forced to resign 
following a bitter and unsuccessful battle to privatise the state’s $15 


billion electricity assets. 


Michael Costa 

Appointed secretary of the NSW Labor Council in 1998, he entered 
the NSW Parliament in 2001 as a Labor member of the Legislative 
Council. He was appointed NSW Treasurer on February 17, 2006. 
He retired from politics after being dumped as Treasurer on 


September 5, 2008 by Morris Iemma. 


Bernie Riordan 

An electrician by trade, he became NSW secretary of the 
Electrical Trades Union in 1998 and was appointed president of 
the NSW Labor Party in 2006 and still serves in both roles. He 
led the charge against Morris Iemma’s electricity privatisation 


in 2008. 


John Robertson 

Also an electrician by trade, he became secretary of Unions NSW 
(Labor Council) in 2001 taking over from Michael Costa before 
replacing him again in the NSW Upper House on October 22, 
2008. He became a key opponent of Morris Ilemma’s and 
Michael Costa’s power privatisation. He was elevated to the 
ministry on January 30, 2009 and now serves as NSW Minister 
for Energy (responsible for electricity), and Minister for 
Industrial Relations. 
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Mark Arbib 

A former right-wing organiser within the NSW Labor Party and 
official with the Transport Workers Union, he became general 
secretary of the NSW Labor Party in 2004. He was elected to the 
Australian Senate following the November 2007 federal election 
and was appointed to the federal ministry by Kevin Rudd in June 
2009, now serving as the Minister for Employment Participation. 


Karl Bitar 

Right-wing assistant general secretary of the NSW ALP from 2004, 
he replaced close friend Mark Arbib as the general secretary of the 
NSW ALP in 2007 following the NSW State election and became 
NSW campaign director for Rudd’s 2007 federal election campaign. 
Was appointed National Secretary of Australian Labor Party on 
October 17, 2008. 


Luke Foley 
A former trade union official, he has served as the left-wing assistant 
secretary of the NSW Labor Party since 2003. Still holds ambitions 


to enter parliament. © 


Joe Tripodi 

A former secretary of Young Labor, he has been the State member 
for Fairfield since 1995 and a former minister in the Carr and 
lemma governments. He was the key numbers man behind Nathan 
Rees’ bid to become NSW premier in September 2008 and was 
subsequently promoted to Finance Minister (responsible for 
electricity privatisation) only to be dumped in November 2009. He 
then used his influence in the NSW caucus to oust Rees and replace 
him with Kristina Keneally in December 2009. He now sits on the 
Labor backbench. 
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Eddie Obeid 

A member of the NSW Legislative Council since 1991 and was 
Minister for Fisheries in the Carr Government between 1999 and 
2003. He is widely known as the kingmaker of NSW Labor politics 
and considered to be the man behind the rise of NSW Premiers 
Morris Iemma and Nathan Rees and more recently, Kristina 
Keneally. He is expected to retire at the March 2011 election. 


Nathan Rees 

The left-wing member for Toongabbie since 2007, he was a former 
policy advisor to both Bob Carr and Morris lemma. He was elected 
by the Labor caucus to replace Morris Iemma as NSW premier on 
September 5, 2008. He served as premier for little more than a year 
before being dumped on December 3, 2009. He now sits on the 
Labor backbench. 


Barrie Unsworth 

An electrician by trade, he was the secretary of the NSW Labor 
Council between 1979 and 1984. He was elected to the NSW 
Upper House in 1978 and served as Premier of NSW between 
1986 and 1988 before retiring from representative politics. He 
was appointed by Morris lemma to conduct an inquiry into 
electricity privatisation in January 2008, which concluded in 


support of the sale. 


Mike Kaiser 

A former secretary of the Queensland Labor Party and chief of staff 
to Morris lemma from 2006 until 2007, he also served as the chief 
of staff to Queensland Premier Anna Bligh from 2007 until 2009. 
He was appointed by the Rudd government as chief executive of the 
National Broadband Network in November 2009. 
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David Epstein 

A former chief of staff to Federal Labor opposition leader Kim 
Beazley from 1997 to 1999 before leaving politics to join the private 
sector as a company director. He was enticed back by Kevin Rudd 
and was appointed his chief of staff in July 2007. He resigned in 
October 2008 and is now Qantas Group Executive (Government 
and Corporate Affairs). 


Tim Gartrell 

A former media manager for South Sydney Council, he also worked 
for left-wing Labor federal MPs Janette McHugh and Anthony 
Albanese before joining the ALP national secretariat in 1998. He 
became the national secretary of the Australian Labor Party in 2003 
and national campaign director for Kevin Rudd’s 2007 election 
campaign. He resigned in September 2008 to become the chief 
executive of polling company Auspoll. 


Bob Carr 

The longest serving premier in Australia, winning office in March 
1995 and retiring in August 2005. He was the first NSW premier 
to attempt privatisation of the state’s electricity industry in 1997 
but withdrew his plans when it became clear that he would be 
defeated by the NSW state Labor conference. 
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The Promise 


HE WEEK SO far had been a blur of excitement and Kevin 

Rudd was on a high. On Thursday September 6, 2007, the first 
federal Labor leader to be fluent in Mandarin was due to have lunch 
with Chinese President Hu Jintao. The previous day he had spent 
45 minutes in a well-publicised meeting with United States President 
George W Bush. 

The Leaders’ Meeting of the Asia-Pacific Economic Cooperation 
(APEC) being held in Sydney may have been Prime Minister John 
Howard’s show, but Rudd was using his diplomatic flair to steal it 
from under his nose. 

The only person who could dampen Rudd’s spirits that week 
was NSW Labor Premier Morris Iemma. While Rudd was 
hobnobbing with world leaders, Iemma was secretly putting the 
final touches to a plan to solve a looming crisis in NSW. The state’s 
economy was grinding to a halt due to a lack of infrastructure 


investment, particularly in transport. The rate of unemployment 


was among the highest in the country and its balance sheet was a 
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shambles. NSW had gone from being the “premier state” to the 
laggard state. 

To add to Iemma’s problems, Sydney was running out of power. 
Blackouts like the one a few months earlier, plunging 20,000 north- 
western suburbs homes into darkness, were forecast to become a 
regular feature of life in the nation’s largest city. Power generators 
had already begun load-shedding — the deliberate cutting of power 
to selected areas during peak load to prevent the system from 
crashing. Iemma had expert advice that unless he moved to secure 
new sources of energy the lights would start going out all over 
Sydney. The problem was that the NSW Government had no means 
to pay for it. The urgency behind the issue was confirmed later by 
federal Minister for Resources and Energy Martin Ferguson, who 
revealed that Australia needed $100 billion of new energy 
infrastructure to meet escalating demand. 

With the 2007 federal election expected to be called in weeks, 
Rudd’s campaign team was beginning to panic that lemma would 
do something to disrupt their chances. They were aware of his secret 
plan to sell the state’s electricity industry and liberate $15 billion in 
capital to try to rebuild his state. But they didn’t think he would be 
so bold as to launch the privatisation plan under cover of a federal 
election campaign. 

For the prior 10 days, Rudd’s campaign team had been banging 
on Iemma’s door. They were terrified that if lemma pressed ahead, 
he would ignite an industrial war with the trade union movement 
and blow Rudd’s election campaign to pieces. But lemma wasn’t 
listening. He had already told Rudd’s chief of staff, David Epstein: 
“Td need a lot of convincing to hold off on this.” 

That morning, before Rudd left for his meeting with the 
President of China, he phoned Iemma himself. “I need to come in 
and see you,” he said. 


IN THOSE first few days of September 2007, Sydney resembled a 


provisional penal complex. A wire perimeter three metres high and 
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five kilometres long had cut Australia’s most populous state capital 
+ half, isolating the northern precinct and Circular Quay from the 
rest of the city. Citizens quickly learnt to block out the thump of 
military helicopters — Black Hawks and Navy Sea Hawks — 
snaking through impossibly narrow gaps, circling the security 
perimeter above the rooftops of office towers from where police 
sharpshooters scoured the streets below or peered into windows 
with the aid of their scopes. 

Alone in Labor Party headquarters in Sydney’s Chinatown, 
Rudd’s NSW campaign manager, Karl Bitar, sat brooding. He 
watched the clock tick down as he contemplated how to deal with 
the Iemma situation. The Premier wasn’t listening to anyone; he had 
won an unwinnable election in March of the same year and wasn't 
inclined to be told how to govern. 

Bitar’s office, in a building owned by Unions NSW, was at the 
opposite end of the city to the NSW Government’s office block, 
Governor Macquarie Tower (GMT), and was barricaded from the 
main exclusion zone. Sussex Street, as the Party headquarters are 
known to Labor operatives, is the real seat of power in NSW Labor 
politics. Bitar had been NSW Labor Party secretary for less than six 
months. He was aware that he was sitting in a chair once occupied by 
Labor heavyweights such as Graham Richardson, men who wielded 
power like a woodsman’s axe. He was petrified that, in his first role 
as NSW Party boss, his state might be held responsible for wrecking 
the federal campaign and vaporising an almost certain return to power 
in Canberra for Labor after 11 years of Coalition government. 

That morning, September 6, Bitar had heard that lemma’s sell- 
off plan was more advanced than anyone had expected and that a 
public announcement was imminent. He phoned Iemma’s chief of 
staff Mike Kaiser, and pleaded with him to wait before they decided 
anything, at least until he reached their office. Bitar was convinced, 
and he was not alone, that the federal campaign had to take priority 
over the domestic policies of a state Labor government, no matter 
how urgent they seemed to those in power in NSW. 
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When he finally hit the streets, there was not a taxi to be hailed. 
The city was under a national security lockdown for APEC and 
exclusion zones meant that the link between the government nerve 
centre and its political machinery had been severed. 

Eventually, Bitar strode with purpose into Kaiser’s office and 
took a seat on the couch. He wasn’t going anywhere, he said, until 
Iemma came out and personally told him that he wasn’t pushing 
ahead with his plan. Bitar believed that electricity privatisation 
would give John Howard a new campaign, a diversion from the 
defensive posture he had been forced into over Workchoices, his 
unpopular industrial reforms. Rudd had successfully made 
industrial relations the campaign issue. But Bitar knew the NSW 
unions would, in a flash, switch their campaign from Howard into 
one against the NSW privatisation. Howard would make easy work 
if a battle erupted between the unions and a state Labor 
_ government. 

Bitar may have been only 25 years old when then Premier Bob 
Carr and his Treasurer Michael Egan first attempted privatisation 
of power in 1997, and failed. But no one in the NSW Labor Party 
forgot how widely condemned and unpopular it had been. 

“Pm not going anywhere until you rule out doing this,” Bitar 
said to Kaiser. “You are going to destroy the federal campaign. This 


is madness.” 


MANY WHO have made the mistake of underestimating Karl 
Bitar’s grit have paid a heavy price for it. Standing just 170 
centimetres tall, he claims his natural weight is 68 kilograms and he 
keeps to it unfailingly. He has always been thin. But his innocuous, 
schoolboy appearance belies a fearsome inner resolve. 

Born in Sydney to Lebanese parents, Bitar had returned with his 
family to their homeland to finish high school just as the country’s 
civil war was escalating in the early 1980s. By the time he arrived 
with his two siblings — a sister one year older and a brother three 


years younger — the Syrian army was carpet-bombing the 
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predominantly Christian enclaves along the border. Living in a 
Syrian-controlled area of Lebanon, Bitar was forced to cross 
through a check point every morning to get to school. 

One night, when he was 18 years old, he was on the balcony of 
the family’s apartment, holding a transistor radio to his ear. They 
lived on the high side of a valley and he could faintly make out the 
bulwarks of the Syrian forces on the opposite side. The local radio 
would regularly broadcast bulletins telling frightened residents 
where the Syrians would be bombing that night. When he heard the 
wailing of a megaphone, warning in Arabic for people to get inside, 
he first brushed it off as crude propaganda. But within minutes, a 
hail of machine gun fire sprayed the wall above his head. Feeling 
the air move across his fringe as the bullets spun past him, he 
dropped to the tiles and crawled back inside on his stomach to find 
his mother frozen with fear in the living room. They were going 
back to Australia, she declared. 

Three years later in 1992, as a 21-year-old living in the south- 
western Sydney suburb of Campsie, he joined the Australian Labor 
Party (ALP). Even as a young man, Bitar had developed an instinct 
for survival and perspective, an instinct he would carry with him 


into his political life. 


LOCATED ON the 40th floor of GMT, the NSW premier’s office 
occupies an expansive space in the north-east corner, with views 
looking up Sydney Harbour to the Tasman Sea. At one end is a 
dining table set for eight and a bookcase sunk into a wooden 
partition that separates the office from yet another room used for 
larger functions, lunches for dignitaries, VIPs and foreign heads of 
state. This would sometimes double as a private room for 
background briefing sessions for journalists. 

The office has three entries — one for guests, one for staff and 
one for caterers — and an access point for the adjoining room. 
Another door leads to a small room, where former premier Bob 


Carr kept a treadmill and a transistor radio. In the middle of the 
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room, four low suede couches are arranged in a square around a 
glass coffee table. Windows along two walls look out into an office 
block across Phillip Street which houses the offices of the prime 
minister and the NSW ministers of the federal government. 

Travelling with Rudd in Sydney that day was his chief of staff, 
David Epstein. Iemma had agreed to see Rudd and had asked his 
own chief of staff, Mike Kaiser, to sit in on the meeting as well. 

Kaiser, a tall, thin bespectacled Queenslander, was often mistaken 
for being German, partly because of his surname and partly because 
of the ruthless precision with which he would prosecute a policy 
case. He was the unassuming policy brain behind the Iemma 
government and ran the office like a well-serviced Mercedes-Benz. 
Nothing was left to chance. He would come to greater notoriety in 
2010 when Rudd was in government, and his Communications 
Minister Stephen Conroy recommended Kaiser for the job of chief 
executive of the federal government’s national broadband network, 
a job paying $450,000 a year but wasn’t advertised. 

Rudd made himself at home on one of the couches, folded one 
leg over the other and leaned back. He combed his fingers through 
his perfectly-parted hair, and pushed his broad-rimmed glasses 
higher onto the bridge of his nose before he even acknowledged 
Kaiser. They were no strangers, having once worked closely together 
in Queensland when Rudd was a bureaucrat and Kaiser was state 
Labor Party secretary. 

“I want you to push the pause button on this,” Rudd told 
Iemma. “Things are looking good for us in the polls.” The polling 
had Labor 14 points ahead of the Coalition, signalling a 
considerable victory over Howard. What Rudd didn’t know was 
that lemma had already briefed his communications team to prepare 
to announce the electricity privatisation the following week. 

Iemma was blunt, telling Rudd that any leverage the state 
government had to get the policy through was with him now. A 
delay could be politically and financially costly for his government 


and give the unions time to mobilise against him. The momentum 
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was with the state government and there would never be a better 
time to do it, he said. And yes, in the shadow of a federal election 
campaign, they would catch the unions napping. 

“We can’t win this thing at conference,” said Iemma, referring 
to the NSW Labor State Conference due in June the following year. 
“The unions will have the numbers [to vote it down] and we will 
be up shit creek.” 

Rudd was nevertheless insistent. He told Iemma that if he was 
elected in place of Howard, the unions would have to take on not 
just a state Labor leader, but a Labor prime minister as well. 

He promised that, if and when the time came, he would back 
Iemma by taking the issue to the Party’s national executive where 
he could use his veto as prime minister and get Iemma’s authority 
to proceed with the plan endorsed at a federal level. It wouldn’t 
matter what the unions did. 

Stressing his sincerity in the face of lemma’s apparent misgivings, 
Rudd offered an unsolicited attack on the union “bruvvers”. 
Privately, Rudd was known to refer to union leaders as Neanderthals 
and his home state as the Socialist Republic of Queensland. But 
rhetoric aside, Iemma believed that Rudd was giving him a personal 
commitment of federal intervention and support for his plan, but 
only if he would postpone it until after the election. 

“Our job in government is to do these things,” Rudd said to 
Iemma. “These are the types of reforms that have to be done. But 
sometimes we are called upon to save the movement from itself. If 
you help me, Pll get elected and you will prosper. Work with me 
and, when the time comes, we can fuck them together.” 

Iemma, reluctantly, said he would agree to hold off — so long as 
Rudd committed to the national executive vetoing any state 
conference defeat of Iemma’s policy. 

“If they take you on at conference, if they try to take the 
government on through the Party, we will prevail,” said Rudd. 

“OK, but the only way this will work is through national! 


executive,” [emma insisted. 
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lemma says Rudd was unequivocal in his support. It was unusual 
tor Rudd to make such a bold promise, but there was no doubt 
among his closest advisors that he had made one, and that it would 


be difficult to keep. 


WHAT RUDD was asking of Iemma would have implications not 
just for his own election chances but for the future of one of the 
structural pillars of the ALP: the NSW Right. The NSW Right — 
or Centre Unity, as Paul Keating named it in 1979 when the Right 
was formalised and democratised under his presidency — was 
pivotal to Rudd’s leadership ambitions in 2006. 

And one of the key machine figures of the NSW Right, and the 
man Rudd owed more to than most for his elevation, was Mark 
Arbib. As the outgoing general secretary of the NSW ALP, the then 
36 year old had honed a reputation as one of the most powerful 
men emerging in Labor politics. This had been achieved partly 
through talent, partly through the power base he had created as 
Party boss and partly through political mythology. The cult of Arbib 
was firmly established when then Premier Carr lauded him after his 
2003 election win as a member of “the greatest campaign team 
ever”. 

No one could say “maaaate” quite like Arbib. This salutation of 
the Right may have been introduced into Labor vernacular by the 
likes of Graham Richardson, but Arbib perfected it. He was the 
embodiment of the new political class, a university-educated 
sophisticate, former cook and Transport Workers Union organiser 
with immodest personal ambitions. 

And he was a perfect complement to Rudd. He would be ruthless 
and loyal to the cause: power at almost any price. The two also 
shared similar childhood tragedy, both losing their fathers when 
aged 11. Arbib’s father, who was born in Libya but spent most of 
his youth in Italy, drowned at Bondi Beach. Rudd’s died in a 


Brisbane hospital from complications arising from injuries he 


sustained in a car accident. 
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By September 2007, Arbib was no longer officially in charge of 
the Party machine in NSW but was on his way to Canberra as 
Labor’s top Senate candidate for NSW. But he maintained a tight 
rein over affairs in the NSW Right, even if it was from a politically 
safe distance, working out of a building owned by the Australian 
Manufacturing Workers Union (AMWU) that served as the Labor 
Party’s national campaign office in Sydney’s inner city suburb of 
Surry Hills. 

Iemma was aware that Arbib had been advising Rudd about the 
power privatisation plan and the potential problems it could cause. 

“You have to get Morris to delay an announcement on power 
privatisation,” Arbib had reportedly told Kaiser. “Rudd is in a good 
position, and the unions are mobilised over Workchoices. You will 
just create a blue we don’t need with them over privatisation. You 
have to consider a way in which you don’t blow the whole thing up 
and risk getting the blame for an election loss.” 

Neither Kaiser nor Iemma believed that what they were 
proposing would be as catastrophic for Rudd as was being argued 
by Arbib, Bitar or even Rudd. But they knew they carried an 
enormous political risk if they pushed ahead. If it did blow up in 
their faces, Iemma and Kaiser would wear the blame for destroying 


Rudd’s campaign. 


WHEN IEMMA’S director of communications, Glenn Byres, 
walked into the office, he found the Premier slumped in a chair. 
Even though Iemma had secured Rudd’s promise, he was deflated. 
Despite his own promises to an impatient electorate to fix the 
myriad problems in NSW, he felt his Party was asking him to stop 
governing, to give Rudd clear air. 

“What’s happening?” Byres asked cautiously, realising that 
something was wrong but not able to gauge just how bad things 
were. Byres was armed with 12 draft press releases to unveil 
lemma’s plan to privatise the power industry. 

“Rudd has bloody asked us to hold off,” Iemma replied. 
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Byres was stunned. “You're kidding.” 

“His logic was that if the unions blow up, it gives Howard what 
he wants, an issue. He reckons the fate of the campaign is in our 
hands,” Iemma said. “I can’t defy Kevin ... I can’t defy the future 
prime minister. ” 

Byres was concerned that holding off could be disastrous for 
Iemma, and Kaiser had similar reservations. But they both 
appreciated Iemma’s dilemma. He held deep and abiding loyalties 
to his Party, and he’d made his decision. The state’s entire reform 
agenda was being put on hold for Rudd. 

But when Iemma got around to telling his firebrand treasurer, 
Michael Costa, the architect of the privatisation plan, Costa 
exploded. 

“What are you doing?” he exclaimed. “We have got to go now. 
There will never be a better time!” 

Rudd’s private declaration of hostility towards the unions was 
not enough to convince Costa, a former union boss himself. He 
didn’t believe it. A similar false start a decade earlier, by Bob Carr 
and Michael Egan, had ensured that NSW was the only east-coast 
state that had not already gone down the privatisation path in at 
least some form. 

Costa was convinced it was the right policy for a state that 
would soon be facing an energy supply crisis but without the public 
funds to address it. If NSW didn’t act to secure the future of its 
electricity industry through privatisation, it would start running into 
serious energy supply problems. As well, Sydney was choking itself | 
to death from traffic congestion and only by unlocking the $15 
billion tied up in the state-owned electricity industry could it fund 
the infrastructure needed to solve the problem. 

Costa saw it as the beginning of the end for both himself and 
Iemma. He believed that Ilemma’s deal with Rudd would also set in 
motion a chain of events that would threaten the fabric of the 
Australian Labor Party. 
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Power struggle 


OST PEOPLE TAKE it for granted that when they flick a 

switch, an invisible force known as electricity will surge 
along an insulated cable, bringing light to their homes or 
workplaces, and life to their appliances and equipment. Few 
appreciate how much electricity affects their lives — until they are 
plunged into darkness and silence. But, as Bob Carr once said in an 
interview, it isn’t by a miracle of socialism that people can make 
toast. For Labor, this very notion has been at the centre of a 20-year 
dispute over who should own Australia’s means of electricity 
production. ! 

Between 1979 and 1983, before becoming federal treasurer, Paul 
Keating was Labor’s shadow minister for minerals and energy and 
was forming his own global view of economics and Australia’s place 
in the world. He was also turning his attention to the last bastion 
of state-owned productive industry: electricity generation and 
supply. When I interviewed Keating for this book in October 2009, 


he was unambiguous about the prospects for Labor in government 
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if it recoiled from its responsibility to continue the reforms he 
began. 


“Basically, what Morris lemma and Michael Costa were trying 
to do,” says Keating, “was to flesh out and continue the reform I 
started of the east-coast electricity market, a market that had 
already been established ... When Bob Carr and Michael Egan tried 
to do this they were defeated ... and the assets were [then worth] in 
the order of $30 billion. By the time Michael Costa and Morris 
Iemma came to do it, the estimates were in the order of $14 billion 
and $15 billion ... I think Morris Iemma and Michael Costa sought 
to do what their predecessors had been thwarted in doing in 
privatising these assets ... and there was a big benefit to the state.” 
“What the Labor government did through 1983 and 1996 was 
to internationalise the economy,” says Keating. “...the essence was 
to open the economy up ... Before that, Australia had lived in what 
was, in economic terms, the Australian defence model ... a model 
of a country well-fenced by tariffs, and living off a system of 
imperial preference introduced at the end of the 19th century ...” 

Keating’s reforms which included the first phase of privatisation 
for the Commonwealth Bank and Qantas, began with opening up 
the financial, product and labour markets as well as making further 
cuts to tariffs, despite calls for them to be reimposed during the 
early 1990s recession. His Coalition successor John Howard 
maintains that the reforms were the product of the blueprint that 
Howard, as treasurer under Malcolm Fraser, initiated with the 1981 
Campbell Inquiry, which called for changes to monetary policy, 
financial deregulation and the floating of the dollar. 

The recasting of the Australian economy, which continued with 
Keating’s industrial reform and abandoning of centralised wage 
fixing, led to an impressive increase in productivity. The end result 
was that productivity rose from 1.3% in the early 1980s to more 
than 3.3% by the end of Keating’s leadership in 1996. That burst 
of productivity allowed Australia to increase real wages and keep 


inflation low. 
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The next challenge was reform of what Keating calls the non- 
traded goods side of the economy, which included 
telecommunications and electricity. 

In 1995, Keating established the National Competition Council 
to oversee payments of an estimated $16 billion to motivate 
reluctant state governments to open up state-owned industries to 
private sector competition. Electricity was one of those industries 
that came under pressure.” 

When the NSW Carr Labor government took up the issue of 
privatisation in 1997, the National Electricity Market (NEM) was 
coming into operation. The imbalance in the national electricity 
market, where state-owned industries competed with private 
companies in other states, initially led to wild price fluctuations on 
the new spot market driven by peaks and troughs in demand and 
the varying costs of production. But after its privatisation, the 
Victorian experience was one of price moderation, and Queensland 
was similar. The experience of these states showed that electricity 
reform could create jobs and investment while moderating 
consumer prices. 

NSW had deregulated and corporatised its power sector, but had 
not privatised it and continued to face pressure from the Australian 
Competition and Consumer Commission (ACCC) to pursue reform. 
The NSW industry had been primed for privatisation with the 
carving up of the state-owned Pacific Power into three separate 
generation companies: Delta, Macquarie and Pacific Power. The 
transmission business — the poles, the wires and the distribution 
network — was also hived off into a separate organisation, as 
required under the federal government’s competition policy, but it 
remained in public ownership. 

The next logical step for the state government under Carr and 
Egan was to pursue full privatisation. But with Keating out of office, 
what stood in their way was their own Party. | 

Carr and Egan’s 1997 model had been to sell everything — the 


power retailers, the poles, the wires and the generators — which 
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would have cost between 3,000 and 4,000 jobs. The British 
experience, with job losses and soaring consumer retail prices, 
provided the Labor left and the unions with a compelling argument 
to retain the assets under public ownership, one which resonated 
with the community. 

Michael Costa at the time was assistant secretary of the Labor 
Council and was sceptical of Carr and Egan’s plans — not because 
he disagreed with them in principle, far from it: he was ideologically 
hostile to public sector businesses. Rather, he simply knew that their 
plans — which involved privatising the poles and wires, the grid, 
where most of the jobs were — had no chance of getting approved 
by the NSW Labor State Conference. 

Instead, Costa spoke to key union officials about an alternative 
plan. It involved leasing out the generators but keeping the poles 
and wires in public ownership. His compromise was supported by 
Bernie Riordan, the head of the state’s electrical trades union, the 
ETU, in a deal brokered by then NSW Labor Party secretary, John 
Della Bosca. 

In Bob Carr’s diaries, extracts of which Marilyn Dodkin 
published in 2003, he recorded his fraught dealings with the unions 
over electricity privatisation. “Della assures me that electricity 
privatisation is still on,” Carr wrote. “Yes, now that Bernie Riordan 
is the new secretary of the ETU, he can give up his campaign against 
us. It made him union boss. He’ll now talk turkey.”” 

It soon emerged, however, that Carr, Egan and Della Bosca had 
misjudged not only Riordan but their own caucus, with 26 members 
of parliament (MPs) threatening to cross the floor in parliament if 
they proceeded before state conference debated it. As a 
consequence, the issue was taken to the floor of a state conference 
in 1997. It was soundly defeated. In the aftermath, Costa set about 
helping to re-draft the Party policy as a member of its electricity 
generation review group. 

Costa knew that the generation business — the power plants — 


had to be handed over to the private sector eventually to make them 
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competitive in a national deregulated electricity market. As state 
government-owned businesses, they would end up at a disadvantage 
and the lucrative dividends from the assets would eventually be 
eroded by the need to invest in new energy infrastructure to meet 
growing demand. 

Costa wanted to make sure the Party had a policy that was 
workable and flexible, so when it came to revisiting the issue, a 
Labor government in NSW wouldn’t be constrained by ideology or 
screaming conference delegates. 

By 2007, there were around 11,000 workers in the transmission 
business, Transgrid, and around 3,100 workers across the three 
generator companies and the three retail supply companies, Integr al, 
Country Energy and Energy Australia. 

The point that Iemma and Costa would make to whoever would 
listen was that, by 2007, the national market had already developed 
to a stage where NSW consumers were being supplied electricity not 
only from the NSW generators but from other privately-owned 
sources from other states. 

NSW was already consuming privatised electricity, whether 
consumers and unions liked it or not. 

“The fact is, people in NSW will have no idea whether the 
electricity that is powering their appliance comes from public or 
private sources,” said ex-premier Carr in an interview with me 
the day before the May 2008 NSW Labor State Conference. 
“NSW operates in a national electricity market ... and electricity 
is being poured in daily from other states, and myriad [other] 
sources. In 1997, privatisation would have retired the state’s debt 
and provided us with the bonus of a substantial infrastructure 
fund. Today, it is no longer a bonus or a luxury ... it is a 
necessity. ”4 

Implicit in Iemma and Costa’s proposal, and evident in their 
political thinking, was a devotion to governing in the Keating 
tradition, to putting in place the last piece of the jigsaw puzzle: 


state-level micro-economic reform. 
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COSTA SAW Rudd as capricious with economic dogma, and had 
no confidence that the leader of the federal ALP was a true believer 
in the micro-economic restructuring he and lemma were proposing 
with electricity privatisation. Costa later tried to convince lemma 
of the contradictions in Rudd’s thinking, that Rudd was no Keating 
and that, if the politics of the policy became too difficult, they could 
not be assured that Rudd would stand by it, or stand by them. 

He pointed to Rudd’s maiden speech to parliament in 1778. 
While it was intended to draw a contrast between Labor and the 
Howard government, it revealed much to Costa about the 
changeable philosophies and political doctrines of a future prime 
minister. 

“For nearly a decade now it has become fashionable to accept 
the death of ideology, the triumph of neoclassical economics, the 
politics of convergence and the rise of managerialism,” Rudd told 
parliament. “This government’s view is a minimalist view of the 
role of government. It is a view that holds that markets rather than 
governments are better determinants of not only efficiency but also 
equity. It is a view that now dominates the treasuries of the nation 
— both Commonwealth and state — and their combined 
orthodoxy that a good government is a government in retreat — 
retreat from any form of ownership, retreat from most forms of 
regulation and retreat from responsibility for the delivery of as 
many services as possible. This is not my view. Nor is it the view 
of the Australian Labor Party, of which I have been a proud 
member for 17 years.’ 

When, during the 2007 federal election campaign, Labor ran 
advertisements that Rudd was an economic conservative, despite his 
criticisms of neo-Liberalism, the Liberal Party was for the first time 
in a long time challenged over its claims to ownership of economic 
credibility. “It was wonderful,” the ALP’s national secretary Tim 
Gartrell said in an interview at the time. “The Liberals went off 
their heads. Suddenly the whole political system was arguing about 
whether Rudd was an economic conservative or not.”° 
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Former federal Labor leader Mark Latham accused Rudd of a 
gymnastic flair for ideological flexibility. “When Kevin Rudd 
lobbied me in 2004 to become Labor’s shadow treasurer, his sales- 
pitch was straight from the neo-liberal playbook,” Latham wrote in 
The Australian Financial Review. “He was enthusiastic about pro- 
market policies such as deregulation and reducing the size of the 
state. ...closer to home, his wife created an impressive business 
network and fortune from the Howard government’s privatisation 
of labour market programs. There was nothing anti-market about 
his background or public policy credentials.”’ 

A former staffer, who worked under Rudd as prime minister, 
described him to me as a policy technocrat rather than a 
philosopher. “I would say Rudd was ruthless and pragmatic ... at 
the core he was a social democrat, a conservative Christian,” he 
said. “He could have just as easily sat in the Fraser Cabinet.” 


IN MANY ways, Kevin Rudd personifies the broader changes that 
have occurred within the NSW Labor machine over time and the 
union movement since the early 2000s. A new Realpolitik built 
around personality-driven cliques and pursued through the political 
and industrial wings of NSW Labor slowly began to replace the 
traditional factional model in place since the early 1970s. 

“Once the Cold War was over, there was no real ideological 
contest in the union movement between the left and right unions,” 
said Costa. “There were right-wing unions that were as militant on 
the job as the most militant left-wing unions, and there were left- 
wing unions that were very conservative in their outlook. Unions 
were focusing on their core business of providing services to their 
members. Of course the Labor Party was different; its core business 
was policy and winning government. The traditional differences 
between the Left and Right were still alive and meaningful. The 
Party had to be free to develop the best political strategy and policy. 
But with the union-dominated conference fiercely protecting the 


special interest position of unions, it was impossible for the Party 
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to engage in the sort of policy formulation required for good 
government.” 

When John Robertson took over as secretary of the Labor 
Council in 2001, a much more significant transformation within the 
labour movement occurred, with the complete abandonment of the 
traditional power structures and the gradual unravelling of the 
Right’s dominance. 

Unlike previous Labor Council bosses, Robertson never enjoyed 
the full backing of the Right to become the secretary. Costa believes 
that much of Robertson’s subsequent political behaviour, 
particularly his embrace of the Left, directly flowed from his failure 
to obtain broad-based right-wing union support for his leadership. 
“There is no doubt in my mind,” he says, “that Robbo’s inability 
to act in the traditions of right-wing Labor Council secretary was 
in part due to the psychological scars left by his failure to gain 
unanimous right-wing union support. That drove him to seek 
support in the Left to survive; he hired more left-wingers and ran 
with overtly left-wing policy agendas such as Labor For Refugees.” 

It had been the tradition that outgoing Labor Council secretaries 
would name their successors. Costa, as outgoing secretary, was aware 
that Robertson lacked united support among the right wing and he 
brought forward his own departure to give Robertson the best shot, 
at the time believing Robertson to be the best man for the job. 

Despite Robertson’s incorporation of Left agendas and his 
willingness to afford them greater power in the Labor Council, the 
Left still remained suspicious. “What Robbo didn’t understand was 
the more he moved to the left [the more] he forced the Left to 
become even more extreme,” says Costa. “The union Left had 
always made clear that they would never allow the Right to be seen 
to be more militant than them. On power privatisation, some on the 
Left wanted to settle, but they could not while Robertson and 
Riordan remained opposed. They needed the Right to do a deal and 
take the political heat and then they could blame the Right for 
selling out, while they accepted the outcome. That’s the way it 
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always worked, Robertson had been around long enough to know 
that the Labor Council was a graveyard for unwinnable industrial 
and political disputes. Union affiliates expected the Labour Council 
to settle disputes, not start them. Under Robertson that tradition 
changed.” 

The concept of a collective union caucus, rather than left- and 
right-wing caucuses within the labour movement, was embraced by 
Robertson. The effect was to turn the union movement into a 
palpable political lobby, but one far more unpredictable and 
difficult to control for the Party officers and potentially diabolical 
for the parliamentary leaders at both a state and federal level. 

Without the ballast of the right-wing faction stabilising it, the 
industrial wing of the NSW Labor Party began to see itself as not 
just separate from the political wing but actively opposed to it over 
certain issues. 

Rudd himself had his first tussle with this volatile brand of 
unionism in July 2007. And unfortunately for him, he was forced 
to do it publicly. 

A recording of a Unions NSW meeting had been leaked to 
Melbourne’s Age newspaper. On it, Robertson’s voice boasted how 
he would handle Rudd after the election: “PI be happy to sort of 
pull Kevin Rudd on once he’s prime minister about what he does 
with unions and the rest of the policy and all those sorts of things.”® 

In an awkward interview with ABC reporter Gillian Bradford on 
July 2, Rudd had to confront Robertson over his remarks. The 
perception that the union piper called the Labor Party’s tune was a 
troubling one for Rudd back then, particularly as the unions were 
instrumental in the campaign against Howard’s industrial reforms. 


Like most Labor leaders, Rudd struggled to address the issue: 


BRADFORD: But you can’t just dismiss him as a rogue like you 
have with other union leaders ... John Robertson wields 
considerable power in the union movement and in the Labor 


movement. He’s a significant player. 
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RUDD: Well, Pm the leader of the federal parliamentary Party and 

I decide ultimately what goes in by way of policy and how we 
implement that policy should we be elected in government. When it 
comes to Mr Robertson’s reported remarks today, I take them with 
a grain of salt. I don’t think that they are worthy of any further 
debate because Mr Robertson frankly is simply speaking in a 
swaggering sort of tone which you sometimes get from people once 
they’re a bit full of themselves. 

BRADFORD: This is a man, though, who did help you get elected 
as Labor leader. He is a significant figure within the NSW Right. 
This isn’t a person that you can dismiss. He has influence over 
Labor policy. 

RUDD: Well Gillian can I just say, Iam dismissing what he has just 
said. I don’t think that they ... his remarks add up to a row of 
beans. He can say what he likes in whatever gathering he chooses, 
but I’m the leader of the federal parliamentary Party. Together with 
Julia Gillard and with members of the Shadow Cabinet, we 
determine what goes by way of policy. And with this sort of 
language and these sort of bullyboy tactics from the likes of Mr 
Robertson, frankly it does them no good in the eyes of the 
community. And from my own point of view, simply makes my 
resolve even greater to make sure we’ve got a fair and balanced 


industrial relations system, which we'll be putting to the Australian 


people at the next election. 


RUDD’S REAL problems, though, were with the machine itself — 
or what was left of the once mighty NSW Right. 

When Mark Arbib took over as Party secretary in 2004, the 
NSW Labor Party was experiencing a rare period of peace. The 
NSW Right was in control and the Left played handmaiden. But 
that had all changed dramatically by the time Rudd came to power, 
and partly as a result of his advent. 

The idea of a factionless machine was not new. It had just never 


been seriously entertained. But Arbib courted the Left in a way that 
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had never before been countenanced in NSW. In concert with the 
tederal leader of the hard Left, federal MP Anthony Albanese and 
the Party’s NSW left-wing assistant secretary, Luke Foley, Arbib 
engineered the creation of a unified power base across both state 
and federal spheres. Instead of being just leader of the NSW Right, 
he would become head of a single unified faction, the most powerful 
man in NSW. When he later made his bid for a parliamentary career 
through the Senate, he would have not just right-wing votes, but 
votes from the Left as well. 

It was this new power arrangement that delivered Rudd’s. 
| leadership and ensured its stability. An arrangement that Fairfax 
journalist Mark Davis described as a deceptive factional hybrid. 

“The central plank of the new architecture is an alliance Arbib 
has forged with Albanese,” Davidson wrote. “The NSW machine is 
now essentially a Left-Right complex which dominates the Party to 
implement cross-factional fixes rather than right-wing fixes. Albo 
[Albanese] is as integral a member of the NSW machine as Arbib. 
This one, androgynous machine markets itself as Left and Right, 
which hoodwinks people into not realising it is just one group.”” 

They would eventually wield their power across the nation, 
through the national executive. 

Reflecting on these transformations, Paul Keating is clear in his 
assessment of the declining fortunes of the NSW Right. “When the 
motivation of the machinery of the Party is unfurnished as to policy 
purpose, it has nothing more to offer than to focus on marketing 
and polls,” says Keating. “After a while the public becomes aware 
of this and they realise that marketing and spin have no basis ... 
That is more the rule these days than the exception.” 

Keating had previously referred to what he saw as the decline of 
a faction grounded in ideas into one of poll-driven populism; he was 
referring to the men he believed ruined Beazley’s leadership and 
took over Rudd’s campaign. “In the end these kind of conservative 
tea-leaf-reading, focus-driven polling types ... I think led [Beazley] 
to nothingness,” he said in a Lateline interview on ABC TV on June 
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8, 2007. “The Labor Party is not going to profit from having these 
proven unsuccessful people around who are frightened of their own 
shadow and won't get out of bed in the morning unless they’ve had 
a focus group report to tell them which side of the bed to get out 
of.” 

Costa would mock them as the architects of “voodoo politics” 
who had turned the principal purpose for focus group research and 
polling on its head. Instead of using the information to adapt the 
message around a policy, they used it to decide policy, he said. 
Electricity privatisation was an unpopular policy. Costa said he 
didn’t need a focus group to tell him that. But it was the 
government’s job to convince people of its merits. 

However, the judgements made by Keating and Costa ignore one 
fact. The men they blame for poisoning the soul of the Labor Party 
were undeniably successful in electing Labor governments. 

“One of the consequences was a direct correlation between the 
rise of this professionalism and the declining status of politicians,” 
said Costa. “There is a strong link between the two phenomena — 
the modern political techniques and the status of politicians — they 
got more professional but they don’t stand for anything. And that’s 
why people are disillusioned with politicians: because of these 
techniques, because of the spin. People may not know the substance 
of it but they certainly know when they are being spun.” 

In tearing down the old barriers, Arbib also tried to bridge the 
gap between the two groups within the NSW Right that had split 
over Robertson’s elevation as head of the Labor Council. The most 
obvious demonstration of that was installing Bernie Riordan as 
Party president after years of being refused the job by Arbib’s 
predecessor, Eric Roozendaal. Roozendaal had argued that Riordan 
would have been too divisive and unpredictable as president. The 
presidency demanded an ability to unify competing interests and sit 
above factional politics, which Roozendaal believed Riordan would 
be incapable of because of potentially conflicted loyalties to his own 
union and to Robertson. 
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“All the Party operatives used to use the machine as a stepping 
stone for their political careers but in the past they at least r espected 
its roles and traditions,” says Costa. “The new crop had no respect 
for these traditions ... Ideas and historical responsibility have been 
replaced by narrow personal opportunism.” 

As early as 2005, NSW MP Joe Tripodi, one of the key right- 
wing powerbrokers in the NSW Parliament who had supported 
lemma’s leadership, had given Iemma an assessment of Arbib’s 
motives. Iemma had asked him why Tripodi and Mark Arbib, after 
years of close friendship, had fallen out with each other. Tripodi told 
him that it was more personal with Arbib. He eventually turns on 
those who help him secure victory, said Tripodi; he was unwilling 
to share power. 

Tripodi, the state member for Fairfield, had made known to 
many NSW MPs, including Iemma, his view that the breakdown of 
the power structures within the machine would come back to bite 
them at a parliamentary level, where factional divisions were also 
being weakened but ostensibly still remained intact. 

The other fundamental shift was that the Labor machine had 
begun to believe it had a right to dictate policy to the Labor 
government. The boundary that Party and union bosses did not 
seek to exercise a veto over government policy had been torn 
down. 

The modern Labor Party that Iemma inherited and which 
installed him, was a party where the union officials wielded power 
with a zealous belief in their right to dictate policy to the 


government. 


“THE PARTY needs to be very guarded about to whom it gives 
stewardship of the Party,” reflects Keating. “In my opinion Riordan 
wasn't up to it and ditto Robertson as head of the Labor Council 
„It’s not an organic faction run by political thought and ideology 
... It’s a sort of patronage club creaking as it goes along ... it’s not 
even a well-oiled patronage club.” 
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But it’s even worse, according to Keating. “People who have had 
the privilege of leading the machine and all its responsibilities have 
reserved the right to become star performers themselves and flit off 
into the various parliaments at will. That means the continuity of 
the hand on the tiller has changed. These people were not servants 
of the Party and servants of the government but people who in their 
own right want to exercise influence and power and are able to do 
so because of the lack of historic robustness that the Party had from 
its industrial base. Too many MPs are selected: at the behest of the 
Party machine operators ... so these people do their bidding when 
they are called upon.” 

Implicit in Keating’s assessment of the state of NSW Labor is a 
warning to the federal ALP. The Party is faced with a choice. Does 
it continue to fashion itself on an electorally successful model 
lacking in substance but masterful in crafting politically acceptable 
messages? Or does it find its way back to being a party of principled 
and not always necessarily popular policy ideas, led by people of 
vision governing in the national interest? 

Rudd’s promise to Iemma that he would back his micro- 
economic reforms inspired hope that what was good Labor policy, 
both at a state and national level, would not be defeated by internal 


Labor politics. That hope, however, was shortlived. 
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They do things differently 


in Queensland 


Wo KEVIN RUDD was making his promise to get lemma 
to pull the plug on power privatisation, the NSW Premier 
couldn’t help but recall the first time they’d met, back in 1995. Only 
a few words were spoken during a one-minute meeting, but it left a 
lasting, and negative impression. 

Bob Carr had just returned Labor to power in NSW. Iemma, 
whose reputation as an astute marginal seat campaigner had already 
spread to the broader ALP nationally, was invited to Brisbane to 
address the Queensland Labor caucus by his good friend Mike Kaiser. 
They'd first met through the national Young Labor movement, and 
Kaiser was now state secretary of the Queensland branch of the ALP. 
(Years later, lemma would bring Kaiser to NSW as his chief of staff.) 

Rudd, as director general of the Queensland Cabinet Office, was 
the state’s most senior public servant under the premiership of 
Labor leader Wayne Goss. While premiers would often appoint 
political sympathisers to the top public service jobs, Rudd’s 


appointment was unorthodox: a political activist not just from 
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outside the bureaucracy, but one from the Premier’s own office and 
a card-carrying member of the Labor Party. 

Wayne Swan, Kaiser’s predecessor as the Party boss, had initially 
opposed Rudd’s appointment to Goss’s office in 1988. He reckoned 
he was too “bookish” for politics. !° 

Kaiser was frustrated with his own inability to convince the 
parliamentary caucus that the Goss government, preparing for its own 
election that July, was vulnerable to defeat. Among those ignoring 
Kaiser were no less than Rudd and Goss. Kaiser wanted them jolted 
out of their complacency so asked Iemma to fly to Brisbane to explain 
the realities of the new political cycle and the swinging voter. 

Rudd and Goss had convinced themselves that the state 
National—Liberal Opposition was so hopelessly lacking in policy, 
and talent, that there was little prospect that Labor could lose. 
Neither seemed interested in the internal polling and research that 
suggested they were in trouble. And if that was the view from the 
top, the caucus was even less interested in being told it faced defeat. 

Iemma’s presence was confronted with open hostility. One of 
Goss’s backbenchers, a former wharfie, a giant with hands the size of 
footballs, approached him. “Look, you don’t seem like a bad bloke,” 
said the MP, as he towered over Iemma. “But what the fuck would 

you know? Up here in Queensland ... you’re up here on our turf. You 
can’t tell us what to do. The Opposition up here is hopeless and all 
this stuff you’re talking about doesn’t work. We’re different up here.” 

“Yeah, fucking trogs,” Iemma retorted, referring to troglodites. 

But Kaiser wasn’t laughing as he and Iemma walked the three 
blocks from Parliament House to Goss’s office. Instead, Iemma 
mockingly thanked Kaiser for the invitation but suggested he should 
escape by coming to work in NSW. 

“Sorry,” said Kaiser, “I asked you to do the favour not because 
I thought they’d be rude to you but [because] I wanted them to be 
shocked. I want [to send out] the message that they have got a 
struggle on their hands ... we could lose the election. No one thinks 


they are a chance of losing. They don’t believe me.” 
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As Iemma and Kaiser entered Premier Goss’s office they found 
him sitting behind his desk with two ministers standing at each 
shoulder, posing for an official photo. Rudd was standing to one 
side like a drill sergeant, haranguing one of the ministers about 
something so insignificant that no one would remember what the 
Issue was. Yet, according to Iemma, the tirade was so ferocious the 
minister was on the verge of tears. 

“What the fuck was all that about?” Iemma whispered to Kaiser 
when they left. When he asked if Rudd behaved like that with Goss 
as well, another staffer answered, “Yes.” In NSW, Iemma had never 
seen a public servant speak to a minister as Rudd had. Things 
certainly did work differently in Queensland, he noted. At least, 
they did with Rudd. 

One bureaucrat who worked closely with Rudd in Queensland 
before moving to NSW and eventually working in the Commonwealth 
Public Service, has described what it was like entering Rudd’s Brisbane 
office: “You just remember being confronted with a pair of black 
boots splayed across the desk,” he said. “He would lean back in his 
chair with his legs up and just bark orders. It was very unpleasant.” 

Iemma took the experience as a warning that if he ever had to 
deal with Rudd himself he would have to be wary. 

But when he eventually did deal with him, he wasn't wary 


enough. 


THE ELECTION was a disaster for Goss and for Rudd. 

Kaiser had been right to be worried. While Labor was returned, 
it only won with a margin of one seat, and subsequently lost 
government the following February when the Supreme Court ruled 
out one of Labor’s candidates over voting irregularities, allowing 
the National-Liberal parties to wrest government after winning the 
support of the lone Independent, Liz Cunningham. Rudd and Goss 
both resigned. 

Rudd admits that but for Alexander Downer becoming the 


Foreign Minister in Howard’s government, he would have gone 
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back into the public service with the Department of Foreign Affairs 

and Trade, lured by the possibility of a posting to London. But 

Downer and Rudd had been rivals in the foreign service in the 

1980s before they entered politics, and Downer would now have 

the final say on any posting Rudd would seek. “And it’s for those 

reasons that I am not at an Australian Embassy — that I am where 
I am today,” Rudd told Robert Macklin for his 2007 biography."! 

Rudd made two attempts to win the federal Brisbane seat of 

Griffith after his brief flirtation with self-employment and a private 
consultancy specialising in Chinese affairs. According to Macklin, 
Rudd’s older brother Greg, who had been working for a 
Queensland federal Labor MP, had given him one piece of advice 
on entering parliament in 1998: “Get to know the NSW Party 
machine, particularly the NSW Right. Unless they feel comfortable 
with you, you will never rise to the top of the pyramid.” 2 

Rudd was aligned to the Queensland Right but had not 
considered himself bound by clannish loyalties. To that end, his 
experience with the Labor machine was starkly different from that 
of previous Labor leaders. 

As Paul Keating once said of him: “Kevin was Labor but not 
tribal Labor.” 

The political editor of The Sydney Morning Herald, Peter 
Hartcher, even drew a parallel between Rudd’s attitude towards 
factions in the Labor Party and his disposition to matters of the 
Church. Rudd was raised a Catholic but was happy to start 
attending his wife Thérése’s Anglican Church when they married, 


claiming not to be bothered by issues of denomination. 


28 





CHAPTER 4 





The three puppeteers 


TES PEOPLE IN in the NSW Right were important to 
Rudd’s elevation to federal leader. But not Iemma; he was a 
Kim Beazley supporter, something Rudd was unlikely to forgive. 

When it was clear that a challenge to Beazley was imminent in 
late 2006, Iemma had made his views known. By then NSW 
premier, he was touring a state forensic laboratory at Lidcombe, a 
western suburb of Sydney, when a journalist asked him about the 
federal leadership issue. He publicly declared his support for 
Beazley. Privately, he said he believed that one of the great tragedies 
of Australian political history would be if Beazley never became 
prime minister. Rudd, he said, was a policy lightweight compared 
with Beazley. 

Mark Arbib was furious with lemma. He considered Beazley to 
be unelectable, as did Bitar. Arbib, a self-styled kingmaker in the 
Graham Richardson tradition, would have believed that he could 
re-assert the NSW Right’s authority at a federal level through Rudd. 
He had built a considerable reputation on the strength of the 2007 
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NSW election victory after he drafted lemma into the leadership 
two years earlier. More importantly, he believed Rudd was the best 
hope of returning Labor to power nationally. 

The other two NSW figures pivotal to Rudd’s ascendency were 
Unions NSW secretary John Robertson and, to a lesser known 
extent, Bernie Riordan, who by then had become the NSW ALP 
president on top of his role as the head of the Electrical Trades 
Union. 


IN NOVEMBER 2006, Bernie Riordan had been invited on a trip 
to China, along with Rudd and several others. Accompanying them 
was [im Gartrell, who apart from being the ALP national secretary 
was also Rudd’s campaign director. Rudd was then Opposition 
foreign affairs spokesman. 

The trip was flagged as a high-level delegation to meet 
Communist Party officials to discuss China’s relationship with 
Australia, human rights, climate change and trade. It was also an 
opportunity for Rudd to try to recruit Riordan to support his 
campaign to challenge Beazley. 

As far as Rudd and Gartrell were concerned, Riordan was an 
influential friend of Beazley’s, a problem for them in getting the 
numbers in NSW. 

But Gartrell believed Riordan could be persuaded to back Rudd 
if he got to know him; and even if he wouldn’t explicitly endorse 
him, at the very least he could help temper opposition to Rudd 
among the crucial 15 members of the NSW Right’s federal caucus. 

The NSW Left, headed by Anthony Albanese, had already locked 
in behind Rudd in support of his chosen running mate, the Victorian 
Left’s Julia Gillard. The Right, however, was split. By 2006, the 
NSW Right’s ability to unite had diminished. 

The charm offensive on Riordan began as soon as he was on 
board the plane to Beijing, although Rudd never expressly asked 
Riordan to lobby for him. “I would have described it as more a 
flirtation,” said one of those travelling with them. I remember Rudd 
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just trying to charm him with his knowledge of Chinese political 
history.” 

By the time Rudd got to the Ming Dynasty, Riordan had had 
enough of the history lesson. “Yeah, Bart Cummings’ horse [Ming 
Dynasty] won the Caulfield Cup twice,” he said. It was a none-too- 
subtle message that Riordan would not be won over easily. 

Riordan didn’t return to Australia a convert but his opinion of 
Rudd had changed and he was impressed with what he had seen in 
the 48 hours they spent together. But despite Rudd’s efforts, 
Riordan told them he was staying out of it. 

Within days of returning, however, the pressure on Riordan was 
mounting. Wayne Swan and West Australian MP Stephen Smith had 
been Beazley’s key supporters and were in frequent contact with 
Riordan in an attempt to lock him in behind their man. Beazley 
himself had phoned Riordan and asked for his support to marshal 
the NSW Right. But when Rudd called, it was to ask Riordan at 
least to remain impartial if he could not bring himself to support 
him. 

Only two days before the crucial Beazley-Rudd ballot on 
December 4, there were still up to half a dozen waverers in the 
NSW Right, of which three were expected to back Beazley. 

One was Chris Hayes, who had taken Latham’s seat of Werriwa, 
once held by Gough Whitlam. Hayes had asked Riordan for advice. 
He was coming under pressure from his comrades in the Australian 
Workers Union. The Victorian branch, then under the control of the 
Victorian Right’s powerbroker Bill Shorten, was backing Beazley. 
But the NSW AWU secretary was backing Rudd. At first, Riordan 
told Hayes he was remaining neutral. 

“Bullshit,” Hayes said to him. “I want to know which way to 
vote.” 

“Well, call Arbib,” Riordan replied. 

In a second conversation with Hayes, he told him: “Look, if you 
really need me to tell you who to vote for, I will tell you. You should 


vote for Rudd. It will be a close vote, and if he doesn’t win, he will 
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just destabilise the Party, which is something we don’t need 12 


months before an election.” 


JOHN ROBERTSON, only a couple of months younger than 
Riordan, and just turned 44, liked to boast that he was the only 
bloke who hadn’t just worked in parliament but worked on it. One 
of his first jobs was the electrical fit-out of the new wings of 
Parliament House in Macquarie Street, Sydney. He was also a 
member of the ETU, with passionate views opposing privatisation 
of the electricity industry. His support of Rudd was not clouded by 
personal loyalties or ideological concerns. He, like Arbib, considered 
Rudd a far more electable proposition than Beazley. 

Robertson was responsible for getting Rudd to know the key 
union officials in NSW, people who would be crucial to his success 
through their influence on right-wing Labor MPs, the majority of 
whom were either former officials themselves or members of a 
union. He would frequently host Rudd at lunch in Sydney and 
introduce him to the dominant players, the puppet masters of the 
NSW machine. 

But by no means did Robertson see Rudd as a friend of the union 
movement. The only difference between Rudd and Howard, he 
would later say, was that Rudd wasn’t out to kill them. As he told 
one senior union official at a lunch in Sydney the week before the 


ballot; “Mate, Iam just sick of losing ... this bloke can win.” 
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First signs of trouble 


GG HIS IS GOING to backfire on us,” warned Michael Costa. 
“I hope you know what you are doing.” 

Iemma ignored his treasurer. He wasn’t interested in being told 
what he already knew. 

Costa and Iemma had become close since 2006, and inseparable 
since their 2007 election win. They shared a genuine affection 
uncommon in politics. To outsiders they represented the Yin and 
Yang of the government’s leadership: lemma was studious and 
introverted, Costa was impulsive and confident. On policy they 
agreed on most things. 

But that morning, on Tuesday September 11, 2007, they may 
as well have been at opposite poles talking about the weather in 
Tahiti. 

“Look, Rudd is a policy lightweight. You only have to listen to 
him a few minutes to work that out,” Costa argued. “He is only 
interested in himself. He doesn’t give a fuck about electricity, or 
NSW Labor! Frankly, I don’t trust the dickhead.” 
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Costa wasn’t alone in his opinion. Ilemma’s Roads Minister Eric 
Roozendaal, a former NSW Labor Party secretary, was another who 
had grave doubts about the wisdom of holding off for Rudd. He 
had been in a sushi bar with his children at Westfield Plaza in Bondi 
Junction at the weekend when Iemma called him to tell him they 
would be delaying the privatisation announcement. 

“You’re mad,” Roozendaal told him. “You’ve got to go now. 
You’ve got to go now.” 

“But Pll sabotage the federal campaign. I can’t do it,” said 
lemma. 

“No you won’t, the unions won’t even know what happened,” 
Roozendaal replied. 

lemma wasn’t naive. It wasn’t a blind faith in Rudd or that he’d 
keep to his word; for Iemma there really was no alternative. If he 
had rammed the privatisation through, he would still have to deal 
with the Party conference, and under that scenario it would be 
without Rudd’s support. Iemma believed he had extracted from 
Rudd a level of protection he couldn’t have otherwise had. 

Costa and Iemma were in the premier’s office ahead of the 
Cabinet meeting. Costa was still fuming about Iemma’s decision to 
delay their announcement, and felt partially vindicated considering 
that only the day before, Unions NSW boss John Robertson, at a 
media conference, had issued a veiled warning to both Iemma and 
Rudd that any plans by the NSW Government to proceed with 
privatisation without consulting the unions would provoke 
retaliatory action during the federal election campaign. 

The unions and Labor might have been united as one against 
Howard’s Workchoices, but they were far from it when it came to 
energy industry policy or the reform agenda of the NSW 
Government. 

“This is an issue we are saying the state government shouldn’t 
be rushing into,” Robertson told reporters. “If they are proposing 
to do anything that changes the structure of the electricity industry 
in NSW, they ought to be consulting widely with both the workforce 
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and, I think, consumers as well about what the implications are.” 
When asked directly if this risked eating into Rudd’s election 
campaign, he replied: “Yes, it all goes into the mix.”™ 

But lemma was refusing to admit, even to himself, that he had 
misjudged the political realities of postponing his gover nment’s most 
significant reform. He also viewed Robertson’s claims as nonsense, 
since he had been consulting with the unions since May. 

The reform agenda of the NSW Government, of which electricity 
was a component, was always going to be tough, considering 
Labor’s trade union base. The only state to have achieved such a 
program of micro-economic change had been Victoria, under 
Liberal Premier Jeff Kennett. The key to getting it done now was in 
the timing. A protracted process would simply allow the unions to 
mount a campaign against them. Costa wanted to strike quickly. 

And so had Iemma, until Rudd pressured him to pull back. 

There was an anticipation and edginess among some of Iemma’s 
ministers when he and Costa arrived for the Cabinet meeting on 
September 11. The ministers had expected that Iemma would seek 
approval to launch the privatisation process that same day. He 
carried with him a report by Curtain University economist, 
Professor Anthony Owen. He’d commissioned Owen in May to 
conduct a review of the state’s energy needs hoping to get 
independent support for the “Yes” case for privatisation. 

The Owen Report was a compelling document. It warned that 
NSW would need new base-load generation by 2014 to meet 
growing demand for energy or it would risk widespread blackouts 
and brownouts. It gave an air of urgency to the issue that wasn’t 
present when Carr tried to push it through in 1997. 

The union leadership had already dismissed the report and the 
process, suggesting it was partially written by merchant bankers 
with a vested interest in selling state assets and had only ever been 
designed to recommend privatisation as a solution to the looming 
energy crisis. The NSW Treasury secretary, John Pierce, who was 
pushing hard for privatisation, had been a PhD student of Owen’s. 
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For the unions, it amounted to a neo-conservative conspiracy to rid 
the government of the last bastion of a state-run productive 
industry. 

Owen found that these state-owned energy owned retailers 
needed around $2 billion of added investment from government if 
they were to continue to be competitive with the 20 private retailers 
now operating in the national market. 

He concluded that the best way of achieving the government’s 
policy aims was a complete separation of government from both the 
power generation businesses — the physical power stations 
themselves — and the retail businesses that dealt with consumers. 
The poles, the wires and the distribution of transmission of 
electricity, where the bulk of the workers were employed, would 
stay in public ownership. 

However, Owen also provided a political. solution. The 
government could retain public ownership of the generators but 
lease them to the private sector instead of selling them outright, as 
a way of achieving benefits from vertically integrating the industry. 

The sticking point for the union leadership had always been the 
generators, not the retailers, and Costa knew that a leasing 
arrangement had every chance of satisfying Party policy, as it was a 
model supported by key unions a decade before. 

It was unusual to take a document such as the Owen Report to 
a Cabinet meeting without a policy recommendation. That Iemma 
was asking Cabinet to consider the report, and to undertake a 
consultation period before making a final decision, raised 
suspicions. Although he kept his deal with Rudd secret, it was 
obvious to the more seasoned members of Cabinet that Iemma had 
decided to delay because of the federal election. 

When Cabinet broke, several key ministers were brought up to 
lemma’s office so his communications director Glenn Byres could 
give them a more detailed briefing on the media strategy for the 
privatisation. They included the Cabinet members who would be 
involved in implementing the policy: John Della Bosca, who apart 
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trom being the Education Minister also had carriage of industrial 
relations; and Ian Macdonald, the Minister for Energy and State 
and Regional Development. 

Della Bosca and Macdonald both expressed alarm. Why were 
they talking about media strategy when the policy had not yet even 
been set? Della Bosca leapt from his chair in protest. “Nothing’s 
been decided yet!” he exclaimed. “There’s been no agreement.” 

The response was a surprise to Byres. Both Della Bosca and 
Macdonald had been advocates for the path to privatisation when 
it was first raised in Cabinet in April. In fact, pursuing an Owen- 
style process to build the case had originally been their idea. And 
Macdonald, the minister responsible, was as aware as Iemma of the 
advice coming to them that NSW was facing an energy supply crisis. 

NEMMCO, the National Electricity Market Management 
Company, had provided NSW with modelling that showed NSW 
would start running into problems with base-load power by 2014. 
The NSW Treasury was providing similar advice. 

The country’s largest state was running out of power. 

NSW was already short of peaking capacity, which had 
prompted Iemma to approve three new gas-fired peaking plants, one 
for Sydney and two for regional NSW, to keep up with the peak 
energy demand. “It wasn’t as if I just woke up one day and decided 
to privatise power,” he told me. “We had serious issues to deal with; 
we were running desperately short of power.” 

At the same time, the Cabinet was also getting advice on the 
looming traffic congestion problems in Sydney. Iemma’s 
infrastructure advisor, Professor David Richmond, had warned that 
unless the government began investing in significant rail and road 
infrastructure, something the Carr government had been criticised 
for failing to acknowledge, Sydney would be gridlocked within a 
decade. 

The choice Iemma and Costa were faced with was whether to 
build power stations, or roads and railways. The combined cost was 


$40 billion. They couldn’t do both. 
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Both Macdonald and Della Bosca had agreed that privatising the 
electricity industry was the sensible option. The principle was not 
just to liberate funds through a sale of assets but to avoid future 
costs of having to construct a new base-load power station and 
retrofit the existing ones to comply with green technology policy 
requirements. But both had doubts whether the unions would ever 
sign up even to partial privatisation, particularly if it involved selling 
or leasing the generators. And they knew what the ramifications 
would be if the final model was decided without union agreement. 

Della Bosca’s power base was broad but predominantly in the 
powerful right-wing TWU, whose secretary, Tony Sheldon, was an 
old school mate from De La Salle College in Cronulla. Della Bosca 
privately believed privatisation was a policy that agitated Labor 
supporters. 

Macdonald, from the hard Left, a rural landowner and founding 
father of Country Labor, had also been stridently opposed to power 
privatisation the first time around, in 1997. His view had softened 
since but his support base originally resided in the AMWU, which 
took a hardline protectionist position when it came to industry policy. 

After the ministerial briefing, a media conference was scheduled 
for midday. The anticipation had been building in the media and 
the business community that Iemma in announcing his response to 
the Owen Report, would confirm that his government was adopting 
its key recommendations, and formally announce privatisation. It 
was widely expected that the government would set a timetable for 
the single largest sale of publicly owned assets in the state’s history 
and the first reform agenda of its kind for any state Labor 
government. 

To the surprise of the assembled media, Iemma announced that 
the government was doing nothing. He released the Owen Report 
and explained that the government would consider its contents 
before making a decision on how to proceed. 

Shrewdly, he used John Howard’s plans for a carbon tax or 


emissions trading scheme and the uncertainty of a future carbon 
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price, which would impact on the sale value of the NSW electricity 
assets, as excuses for delaying a decision. He said it would be 
impossible to determine the energy source of future generation, gas 
or coal, until that had been determined. “We can’t decide on the 
source until [Prime Minister] John Howard sets a carbon price. And 
it’s clear he won’t do that until after the election,” he said. 


Rudd had got his way, and apart from a tiny group, no one 
knew. 


IEMMA AND Costa now had to move quickly to broker a deal 

with the unions, one that would stick until after the federal election. 
Bernie Riordan was the lesser of Iemma’s two union problems, 

Robertson being the primary agitator. Or so Iemma thought. 

One of many meetings between Riordan and Iemma from 
September through November 2007 was held in Iemma’s 
parliamentary office. Riordan’s permanently furrowed brow 
suggested he was concerned. And at 193 centimetres, he looked 
awkward sitting on the low-set couches, with his knees pointing up 
toward his chin. 

It was the first of many private meetings between them, without 
Costa or any union officials. By the time of the May 2008 state 
conference, they would have met on more than 150 occasions about 
this one issue. But for Iemma this one was a decisive discussion. 

Irrespective of Rudd, Iemma believed he needed the tacit 
approval of the state Party president to simmer any tensions over 
privatisation. Riordan’s role as president was to rise above the 
factional interests and act as the peace broker in the interests of 
unity. However, Riordan, as secretary of the ETU, was also the key 
trade union official representing power workers. That is not to say 
he had been historically opposed to privatisation of the industry. As 
far as Riordan was concerned, despite an often stated nostalgic 
attachment to the ideology of public ownership, the sale of the retail 
segment was not an issue for him. The employees in the retail 


businesses were the province of the United Services Union (USU). 
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All Riordan was interested in was what would happen to the 
generators, which employed 1,500 of his members. 

What Iemma didn’t know was whether Riordan would put his 
union interests above those of the Party. But what he did hear was 
that Riordan was comfortable with what was being proposed. He 
even boasted to Iemma that the premier’s preferred model for 
privatisation — leasing the power plants as opposed to selling them 
— had in fact been his own idea a decade earlier, one which Carr 
and Egan had rejected. 

Riordan, however, was a leader who at times preferred to be led. 
His position was going to be contingent on the views of the other 
union officials in NSW. Iemma knew it was unlikely that he would 
come out as a lone voice of support if the other unions “blew up”. 
Riordan also had highly unorthodox views on the broader themes 
of the electricity industry, such as the future sources of power 
supply. At another meeting he had suggested to Iemma that if they 
were going to consider a wholesale restructuring of the industry, 
they should also consider nuclear power. 

It was this meeting at Parliament House between the two men 
that set the course for the problems Iemma was to encounter. 
Riordan had just returned from a trip to the United States where he 
had been impressed by the nuclear industry. lemma had been made 
aware that, between his departure and his return, Riordan’s views 
on privatisation had radically altered from one of quiet support to 
one of loud opposition. 

lemma asked him what had caused him to change his mind. 
Riordan didn’t answer him directly. “I don’t care what you do with 
retail, as long as you don’t sell the generators,” he told Iemma. “But 
if we are talking about options, I think we should be talking about 
all options, including nuclear.” 

“Mate, that is not an option,” Iemma replied. If Riordan thought 
privatisation would be a problem for state conference, nuclear 
power would be an issue the Party was unlikely even to consider, 


let alone support. 
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lemma had made it clear to Riordan why the government was 
committed to the sale and why it was necessary. Earlier on, at a 
meeting between the pair at lemma’s GMT office, he had laid out 
on his desk a spreadsheet of infrastructure projects, which listed on 
the top half of the page all the projects that had already been 
announced. On the bottom half were all the projects the state 
needed if it was to avoid choking on its own congestion within the 
next decade. It amounted to more than $25 billion. And that was 
what they hadn’t even announced. 

“This is why I am the Premier,” he told Riordan, emphasising 
his belief that it was critical for the privatisation to proceed. 
“Sometimes you have to do hard things ... I know it’s going to be 
hard for the Party but we have to do it. These [things] need to be 
done. I need to do these.” 

Riordan refused to be impressed. “That’s not my problem,” he 
said. “That’s your problem.” This was a different, more dauntless 
Party president to the one Iemma had been dealing with before. He 
could only conclude that Riordan had been whipped up by others 
and didn’t want to be seen to be taking a softer line than Robertson. 

Riordan’s attitude had shifted, so much so that he warned 
Iemma that if he persisted, he would get thrashed at conference. 
“Look, my view as Party president is that you will not get this 
through conference,” he said. “Why would you risk your political 
life for it? You will be reviled by the Party.” He then told lemma 
that, if necessary, he would help get the numbers at conference to 


ensure It. 
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Labor pains 


HAT IEMMA AND Costa hadn’t factored in to their 

strategy was political chaos theory. Leaving aside the 
industrial issues, which were treacherous enough on their own, the 
ability of the government to get its privatisation policy up had 
always been based on a presumption of all other things being equal 
at the time — that the government wouldn’t fall apart at the seams 
and that Iemma’s leadership remained secure. 

But the first perturbations in the day-to-day administration of 
the state had already begun to ripple through a month earlier. A 
series of political disasters began to land on Iemma’s doorstep, 
starting on September 26; and, in keeping with Lorenzo’s scientific 
principle, their harmonic effect would magnify over time to a point 
where any goodwill that once may have existed between Iemma and 
the Party officials, and even Rudd and state Labor, was completely 
demolished. 

On that day Iemma woke to a new and unanticipated problem. 


After one of the longest winter parliamentary breaks on record, he 
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was ready for parliament to resume. As usual Bob, his driver, was 
listening to morning talkback radio. 

Two years in the job had still not inspired in Iemma the same 
perverse pleasure that Carr had seemed to derive from the combat 
of Question Time: parliament was Carr’s stage. For Iemma, by 
contrast, it was a burden. That morning, though, he was looking 
forward to the battle, confident that he had up his sleeve billions of 
dollars to splash around when the federal election was finally over. 

That was until he heard the voice of Sydney broadcaster Alan 
Jones recounting the story of a 35-year-old woman, Jana Horska, 
who had been left by hospital staff to miscarry in a toilet at Sydney’s 
Royal North Shore Hospital. 

Iemma was accustomed to Jones’s withering attacks on his 
government and its ministers, but he had a bad feeling about this 
one. A man who would only call himself Peter, and claiming to be 
Ms Horska’s cousin, had called the breakfast program with an 
emotionally charged description of the incident, which he blamed 
on the negligence of hospital staff. “When we weren’t looking, she 
walked off into the toilet and had a miscarriage,” he told Jones. 
“People have come running [from] everywhere. I can’t go into the 
finer details, it’s just so gruesome, mate. It’s just something I 
wouldn’t say on air. She’s holding the little foetus in her hand, 
basically, and was wheeled out of the toilet in front of this packed 
waiting room. Not only that, but once they found her a bed they 
left her lying with the foetus between her legs for one hour.” 

Iemma was being driven to north-western Sydney for an 
announcement on rail upgrades. 

“Is Reba onto this?” he pressed when he called his office to find 
his media advisor, Justin Kelly, already in. Reba Meagher was 
Health Minister. 


“Yep, she is onto it,’ 


9 


replied Kelly. “She’s already called in to 
Jones.” 
As a former health minister himself, Iemma knew better than 


most that seemingly isolated but emotionally charged incidents in 
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emergency wards could easily turn into wider interrogations of the 
health system, and of the minister-in-charge. 

Reba Meagher was a close friend. Iemma had elevated her from 
Community Services to Health after the 2007 election. But she had 
struggled with the new portfolio. She was also in the middle of 
divorce proceedings from her husband, Tim Gleason, a former Carr 
staffer who was working in Rudd’s national campaign office. She 
was doing it tough — politically, personally and emotionally. 

Iemma was often forced to defend her from attacks by the media, 
primarily for her refusal to live in her electorate but also for her use 
of her ministerial car, which included trips to pilates classes. 

Following the Horska incident, Iemma privately challenged 
journalists about what he regarded as a sexist and abusive approach 
to Meagher during media conferences. 

“The public expect a minister to be confident in a crisis,” they 
told him. 

-= “Well, she is on a hiding to nothing,” Iemma responded. “Halt 
the time she gets bagged for being cold and heartless and when she 
shows emotion, she gets belted. She can’t win because she is a 
woman.” 

The crisis in NSW health also came at an awkward time for 
Rudd and started to ring alarm bells within his national campaign 
team; NSW could become a real problem. The Horska incident had 
triggered a profound shift in the relationship between a state 
government and the media, with Iemma introducing the unheard of 
practice of putting journalists in the “sin bin” for their increasingly 
venomous stories. 

It blew up just before Rudd was embarking on a three-week 
listening tour of the country’s hospitals. This followed his 
commitment to hold a referendum for a Commonwealth takeover 
of the state health systems if the state and territory health systems 
didn’t reach agreed benchmarks on performance. National issues 
such as industrial relations and climate change loomed large over 
NSW. However, health-care had become the third plank of Rudd’s 
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campaign — in particular, the argument over the future federal 
funding responsibilities sparked by Howard’s pledge of a federal 
takeover of the Mersey Hospital in Davenport Tasmania. Rudd 
could not avoid acknowledging the emerging issues in the NSW 
health system. 

“If [Mr Howard] wants a public debate about health, then let us 
make it the central issue of this campaign,” Rudd told The 
Australian on October 1, 2007. “Rather than taking taxpayers’ 
money and using it for propaganda, why not allocate it to health 
and do something real at the Royal North Shore?” 

Two further incidents came to define the problems for Labor in 
NSW, the first coming three days into the official start of the federal 
campaign. On October 17, in the remote north-western NSW 
township of Brewarrina, the lifeless body of a four-year-old boy 
from Ambervale was found stuffed in a suitcase and dumped in a 
pond. His mother was charged with manslaughter. 

The NSW Minister for Community Services Kevin Greene who, 
like Meagher was a close friend of Iemma’s and had been promoted 
under his leadership, was forced to admit that the family was known 
to the Department of Community Services (DoCS), which had been 
warned that the boy was at risk before his death. Greene was visibly 
shaken after only six months in the job and became a second lightning 
rod for accusations of maladministration. It didn’t help when he 
appeared to fall asleep during a parliamentary debate on child services. 

The problems Iemma was dealing with in health were being 
echoed in other critical areas, reinforcing the view that his 
government was no longer able to manage even basic services. 
Completing the triumvirate of disasters was the collapse of a 10- 
year development program for an integrated public transport 
ticketing system, known as T-Card. 

Commuters in other states took for granted that a single public 
transport ticket could be used across trains, buses and ferries. But 
not in NSW; it was one of the few jurisdictions in the western world 


without such a system. The reason was something voters could not 
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understand. Nothing in Labor’s polling would show up as being 
more emblematic of the public’s odium. 

It wasn’t as if the Iemma government had a proud record to 
stand by. Only a year before, the NSW Aboriginal Affairs Minister 
Milton Orkopoulos was arrested, charged and later convicted of 28 
child sex and drug offences, many of which had occurred in his 
parliamentary office. 

Voters believed the government couldn’t manage hospitals, 
couldn’t help kids and couldn’t coordinate transport; and above all, 
they thought the government was morally and ethically corrupt. 

With the Horska issue dragging on into October, Rudd’s tone 
began to shift. Whereas he had initially backed Meagher publicly, 
to the surprise even of his advisors, by mid-October Rudd had 
joined: the attacks on the Iemma government. It was a theme that 
continued for the next two years. 

The federal Labor message was re-crafted to put as much 
distance as possible between Rudd and NSW. Every state likes to 
boast its significance to the national debate and the outcome of 
federal elections, but NSW and Queensland were critical — western 
Sydney in particular. If Rudd had any hope of winning the election, 
he would have to win back Labor’s heartland of western Sydney. 

To reinforce the distinction between the two tiers of the same 
brand, it was decided that Rudd could not afford to be seen during 
the campaign in the company of any member of the Iemma Cabinet, 
including Iemma himself. To many, the state government was 


beginning to resemble the collapsing Roman Empire. 


FOR KARL Bitar, Rudd’s NSW campaign manager, it was more a 
nightmare than a sideshow. He was faced with a state government 
in irreversible decline and a resurgent federal party at the apex of 
its popularity. He knew he would eventually have to deal with NSW. 
And when he did, his advice to Iemma was direct but useless. 

“ You’ve got to do something,” Bitar told him in one of the many 
conversations they had in the weeks after the Horska incident. 
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“Well, what do you want me to do?” Iemma asked. “We have 
announced new maternity beds, we’ve set up a Clinical reference 
group ... and there is a parliamentary inquiry going ahead.” 

“You've got to do something, anything,” Bitar repeated. “Sack 
Meagher.” 

Bitar’s response to issues and crisis had been the same since the 
election: the solution was to sack people. The first minister he had 
wanted sacked was Planning Minister Frank Sartor, but for reasons 
no one could quite work out. Iemma thought it was because Sartor 
was refusing to meet with developers. By the end of the year, Bitar 
had wanted Iemma to sack half his ministry. He later added Costa’s 
name to the list. 

Iemma regarded Bitar as having little regard for policy and more 
interest in the outcomes of selective polling and focus group research. 
On that basis alone, Iemma had a suspicion that his own name 
would eventually be added to the list, if it wasn’t already there. 

His instincts were right. In late October approaches were made 
to Iemma’s friend and Deputy Premier, John Watkins, a man who 
had long been regarded as an electable proposition, despite being 
leader of NSW Labor’s minority faction, the soft Left. 

The last time Bitar and Arbib had approached Watkins and 
encouraged him to think about the premiership was in mid-2005, 
before Carr retired, when they were simultaneously telling lemma 
the same thing. But at that stage Watkins would have been expected 
to shift factions, or at least to become factionless, in order to obtain 
the numbers among the parliamentary membership dominated by 
the NSW Right to which Iemma belonged. That they were even 
considering a left-wing candidate for the ob in 2007 was not Just 
an historical novelty but recognition that the NSW Right was by 
then denuded of talent. 

When Bitar went to see Watkins this time, he was blunt. “Have 
you thought about what would happen if Morris left?” he asked. 

“Well no, I wasn’t aware he was going anywhere,” Watkins 


replied. 
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“Would you be interested?” Bitar asked him. 

Watkins enjoyed the backing of Riordan and Robertson, and 
knew they would have supported a change to Watkins if it could be 
orchestrated. Watkins and Robertson had known each other for 15 
years. Robertson had worked on Watkins’ campaign for the seat of 
Ryde and the two had become close. 

Watkins assumed that the approach wasn’t about mere 
succession planning; rather, it had the hallmarks of the approaches 
made to him in the last days of the Carr regime. He suspected a 
backroom plot to dump Iemma. 

Although Iemma denies it emphatically, Bitar and Arbib would 
tell people that Iemma had told them he was planning an early exit 
from politics, on the basis that he had won an election and would 
want to spend more time with his family. Bitar claims that lemma 
told him so, over coffee at a café on King Georges Road in Beverly 
Hills, Sydney in December 2007. Iemma says such claims are 
fantasy. But for Bitar, the process to start looking for the next 
premier of NSW would be framed as succession planning. On 
winning in March 2007, Iemma had naively commented that if it 
ever came to a choice between his job and his family, he would 
naturally choose his family. His comment had been twisted, he felt, 
to suit a course of action already in the planning. 

“Let’s see what happens,” Watkins told Bitar, having no 
Intention of entertaining the idea. 

Watkins had always been considered an honourable man. He 
had once had big ambitions. But any consideration of taking the top 
job had long since passed. So he had no hesitation in telling lemma 
what was going on. 

“Bitar has approached me to challenge you,” he told him. 

What Watkins hadn’t told Bitar was that he had already started 
planning for his own retirement from politics. 


Bitar had approached the wrong man. 
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Once were warriors 


HE HISTORY BINDING Morris Iemma, Mark Arbib and Karl 
Bitar was a long one. And it was one originally forged in 
friendship. That was, until their egos got in the way. 

Arbib and Bitar had been part of the so-called Tripodi-Meagher 
clique in Young Labor. They would all drink together on Thursday 
nights after Labor Council meetings. It was through Joe Tripodi and 
Reba Meagher that Iemma had gor to know the others. Bitar was a 
member of the Campsie branch of the ALP, which was close to 
Iemma’s home. Another link was Tony Burke, lemma’s friend and 
former campaign director, and later a federal minister in the Rudd 
government. 

Back then, every weekend, and well before any election was in 
sight, an army of Young Labor activists would descend on the seat 
of Hurstville to help Iemma campaign, doorknocking housing 
commission flats, holding street stalls, distributing pamphlets and 


conducting telephone canvassing. Arbib was among them. Iemma 
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had become a folk hero through his bid to take the seat back from 
the Liberals in 1991. 

lemma and Arbib spent many long days knocking on the doors 
of the Riverwood Housing Commission flats together — they saw 
more of the tenants than they did their own families. They would 
fix their leaking pipes, pick up their shopping and call their banks 
when they needed help. Iemma and Arbib became friends on the 
hustings, as did Bitar when he joined Iemma’s second campaign, to 
hold the seat, two years later. It was Bitar and Arbib who would 
later become instrumental in Iemma’s bid for the NSW Labor 
leadership. 

And it was they who would ultimately unseat him. 


THINGS MOVED rapidly after Bob Carr announced his retirement 
on July 27, 2005. Arbib and Bitar had worked their way to the top 
of the NSW Party machine, as general secretary and assistant 
secretary respectively. The NSW Right had begun to melt away from 
the Roads and Transport Minister Carl Scully, believing he was 
electorally unpopular, and they needed a fresh face, someone 
untainted by the electoral problems facing the Carr government. 

It was Iemma. They’d approached him six months earlier, 
anticipating Carr would retire once he had broken Neville Wran’s 
then record 10 years in power. 

For Iemma, it had been a tough call. Scully was a friend and had 
been anointed as successor. lemma also harboured ambitions of 
going to Canberra. It had been kept a closely-guarded secret at the 
time, and would continue to be, but lemma’s plans to move from 
state to federal politics had been well advanced. 

Originally, he had decided that the 2003 state election would be 
his last as a NSW MP and he would contest the 2004 federal 
election as the candidate for Watson. His friend Leo McLeay, the 
then member and a former Speaker of the House in the Keating 
government, had confided in Iemma that he was standing down at 
the 2004 election. He reminded him of the deal they had struck in 
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Iemma’s lounge room in 1991 when McLeay promised to keep the 
seat for him in return for branch support for his own preselection. 

The federal seat of Watson covered the loyal Iemma branches in 
Hurstville and was easily winnable by Iemma in a preselection. In 
2003 McLeay was giving Iemma the heads-up that he was about to 
retire and was honouring the deal. 

But those dreams were blown away when Iemma received a call 
from Carr, who was also toying with ambitions to go federal. 
Iemma was to be promoted to health minister amid a full-blown 
crisis in the NSW health system. Iemma’s reaction to Carr’s call was 
one of shock and depression. As Carr argued the benefits of a future 
in Macquarie Street, Iemma’s only thoughts were the disappearance 
of a career in Canberra. 

Despondency quickly set in and eventually gave way to anger. 
Not even Graham Richardson, his mentor and former boss, could 
convince Iemma there would be rewards for him in state politics. 

“This could be the making of you, Morris,” Richardson told 
him. 

“Yeah? It will be the fucking end of me. And I’m gone in 
Watson.” 

Iemma was convinced he was to be left stranded in state politics. 
His intended move to Canberra had come to an abrupt end; head 
office had given the seat to his mate Tony Burke. His ambitions for 
greatness in politics had been killed, he thought. 

It was a long lunch with Robyn Kruk, then director general of 
NSW Health, and now the secretary of the Environment 
Department in Canberra, that convinced him otherwise. Over red 
wine and asparagus risotto, Kruk persuaded lemma that the two of 
them could make a big difference to people’s lives through the 
Health portfolio. She also told him that one day he might even be 


premier. 


A YEAR later, in January 2005, Arbib and Bitar visited Iemma at 


his home in south-west Sydney. 
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“We want you to think about running for premier,” they told 
him. 

Initially Iemma declined. “I’m a Carl supporter,” he said. 
meaning Scully. 

[emma knew that Arbib and Bitar were hedging their bets and 
didn’t believe their approach was genuine. This was when his first 
suspicions about them were raised. 

Then the call came on July 27. Iemma was at Sydney Airport 
with a boarding pass to Alice Springs in his hand. “Whatever you 
do, don’t get on that plane,” his chief of staff told him. Carr was 
retiring. 

The phone rang again. This time it was Carr himself. “Morris, 
I’m retiring,” he said. 

“I know, I’ve heard,” said Iemma. “Why?” 

“No, no, the time has come. The government needs a fresh face, 
a change of leader, a change of direction. Ten years is a good 
innings. I hope you run and, if you do, you get your numbers right.” 

It was during Iemma’s run for the leadership that Paul Gibson’s 
name surfaced. Through a network of relationships he had 
developed in the hotel industry, where he had worked before 
entering parliament in 1988, Gibson was one of the key fundraisers 
for the Labor Party in NSW. 

lemma was in his office with Costa, Upper House MP and right- 
wing powerbroker Eddie Obeid, Tripodi and Leo McLeay’s son 
Paul, the state member for Heathcote in Sydney’s south, when Arbib 
rang on July 28. Arbib told Iemma that he could deliver Gibson’s 
vote for his leadership but that in return he might have to put him 
into Cabinet. But by then Iemma was confident that he already had 
the numbers in the caucus to win a ballot for the premiership. 
Tripodi and Obeid had ensured it. He didn’t need Gibson’s vote. 

Iemma thought it unusual, as did those in the room who heard 
lemma’s responses to Arbib. Gibson did not bring a bloc of votes 
with him. They speculated that Arbib was more interested in the 
support that Gibson’s union base, the National Union of Workers, 
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could deliver down the track for his own ambitions to enter federal 
parliament, 

“He only carries one vote,” said Iemma. “Why would I promise 
him anything? I’m not. I’ve got enough votes to win.” 

Arbib told Iemma not to worry about it. “It’s my promise, not 
yours,” he said. “When the time comes and you can’t deliver Pll tell 
him it was my promise.” 


IN IEMMA’s first years as premier, a Shakespearean rivalry began 
to develop between him and Arbib which came to a head during the 
campaign for re-election in March 2007 and Iemma’s big test — to 
win a popular election as premier. 

Costa had also started to clash with Arbib, whose wife worked 
in Costa’s office. Costa would butt heads with both Arbib and Bitar 
in campaign committee meetings. He would accuse them of being 
too negative, always telling Iemma that he was going to lose. 

Costa misread Iemma’s poker face and thought he was 
demoralised by the bad news from the polling that Arbib and Bitar 
would bring into the meetings. He had come to regard Bitar, and 
less so Arbib, as politically naive with their stream of complaints to 
lemma about the uncritically regurgitated focus group outcomes 
that Costa believed they were using to form knee-jerk policy 
responses. The politically contentious decision to build a $2 billion 
desalination plant — which was at first scrapped, then put back on 
the agenda — was a direct result of head-office focus group findings 
that suggested the public wanted big infrastructure projects. 

lemma assumed it was a strategy to turn him against Costa and 
Kaiser and others in the leadership team, including Tripodi and 
Della Bosca, and to draw him closer to Arbib and Bitar. It didn’t 
work; he wasn’t listening to them. 

But he was listening to Peter Barron. Iemma had inherited the 
Party operative from ALP head office during his time as health 
minister. Barron, a former advisor to Bob Hawke, and Graham 
Richardson’s good mate, had become part of the Party head office 
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furniture. He was the hired gun, a paid consultant, who would 
troubleshoot for Labor leaders, both state and federal. When first 
assigned to Iemma in 2004, he was also advising the federal leader, 
Kim Beazley. The arrangement continued when Iemma became 
premier and Barron was consulting to Rudd, Swan and Victorian 
federal MP Stephen Conroy. 

During Iemma’s 2007 election campaign, he and Barron used the 
“punter test” for how Iemma and the government were travelling 
with the electorate. At least once a week, usually on a Friday, 
Iemma would visit a seat or a regional community and conduct a 
street walk or shopping mall walk-through. Iemma would also do 
his own private street walks, without staff or security, through 
shopping centres in Sydney to test how people reacted to him. One 
of his favourites was the local Roselands shopping centre. It was an 
unorthodox thing for a leader to do. The feedback and responses 
he would get from people in the street never gelled with the negative 
focus group research and polling that Arbib and Bitar kept shoving 
at him. Both Iemma and Barron agreed that his off-diary experiment 
suggested the prospects for re-election were better than the polling 
indicated. 

lemma’s sense of the electorate’s mood was renown among 
politicians ever since 1995. In the lead-up to the election that year, 
he had become the target of a whisper campaign that his seat of 
Hurstville would be a surprise win for the Coalition, that he was on 
the brink of losing it after only one term. Iemma was confronted by 
Carr, who was also regarded as unlikely to return Labor to power. 
To reassure Carr that he knew better than anyone how people were 
going to vote in his electorate, Iemma compiled a dossier of the 
extensive campaign research he had conducted in his seat over the 
last five years. 

To confirm it, he also conducted “punter tests”. He doorknocked 
the most problematic areas in his seat — around the Catholic 
churches of Beverly Hills and Kingsgrove — where many booths 
had failed to swing to Neville Wran in the 1970s even when he was 
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winning Liberal territory in Sydney’s blue ribbon belts of the North 
Shore. These were the booths that had been the electoral base of 
former Liberal Premier Sir Eric Willis. The response lemma got was 
so positive that, far from being a loss, he believed he would enjoy a 
swing and improve his margin. And that’s what he told Carr. 

Iemma re-took his seat in a landslide and, in a seat once 
comfortably held by the Liberals, increased his margin to 60 per 
cent plus. 

It was this confidence that would return to him during the 2007 
campaign when Arbib and Bitar confronted him with dire predictions; 
he had heard it all before. He was proven right, again, on March 24, 
2007 when he won a landslide victory in an election that most pundits 


and commentators considered was unwinnable for Labor. 


IT WAS strange that the greatest criticism lemma received from 
some of his MPs was that he was too generous to Arbib and Bitar 
after winning the election. On victory night, he went out of his way 
to thank them in a speech at the St George Leagues Club in southern 
Sydney, not far from the Rockdale Town Hall where as a 13-year- 
old he had sat on his father’s shoulders to catch a glimpse of Gough 
Whitlam. 

It would later strike Iemma as bizarre that, despite publicly and 
privately acknowledging their role in the election win, they came to 
resent what they termed the curse of a victorious leader, believing 
that Iemma thought it was he who won the election, not them. If 
anything, Iemma was the least egotistical in his Cabinet. 

But by the time of the March 2007 election, Arbib had already 
flagged his intention to seek endorsement for Labor’s number one 
position on the NSW Senate ticket. The ticket was to be decided 
by the NSW Administrative Committee by June 1. Knowing Arbib 
was going, Iemma became increasingly dismissive of him. Except 
on one point. 

Arbib had lobbied Iemma to dump Costa and Tripodi from the 


Cabinet, claiming they were electoral poison. In the case of Tripodi, 


55 


BETRAYAL 


lemma agreed. While never having been found to have done wrong, 
Tripodi had been laced with controversy for years. The list of false 
allegations against him was long. Tripodi was the pin-up boy for 
the Opposition’s attacks on the government’s credibility. 

lemma only backed down when Costa and Obeid intervened. 

“If you do this, you will create a war,” they warned him. “You 
can’t do it.” 

Tripodi had only one thing to say when he found out that Iemma 
had been planning to chop him: “I’m going to get him for this,” he 
told Costa. 
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The most important man 
in the room 


S A JUBILANT Kevin Rudd walked onto the stage in the 

Members’ Dining Room at Brisbane’s Suncorp Stadium on 
November 24, 2007 to claim victory, John Robertson’s eyes were 
glued to a giant TV screen at Sydney Trades Hall. 

“The Hall” was packed. After a day’s campaigning at the 
ballot boxes, union members had flocked there, a building that 
since 1888 has served as the physical symbol of the labour 
movement. It was fitting triumph for Labor’s return to power. 
Robertson had only recently restored the building to its former 
glory as the unions’ corporate headquarters after a long absence 
and a $20 million refurbishment. That night, the corks were 
popping. 

On-screen, the Prime Minister-elect rattled off the names of many 
people he saw as were instrumental to Labor’s success. “And to my 
great friend in New South Wales, Mark Arbib, and the great 
support across the machinery of our Party to deliver this election 


outcome today, thank you one and all,” Rudd said. 
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But he gave not a word of credit to Robertson, nor to the trade 
union movement’s wide-reaching campaign against Howard. It was 
as if the previous two years had been an illusion and the Yous 
Rights At Work campaign merely a trick of the mind. 

“Well, that’s the thanks you get!” said Robertson’s wife as she 
turned to her husband in disgust. 

Already the annals of the Party’s history were being rewritten. 
Despite exit polls suggesting the union campaign for “working 
families” had been the definitive issue for Labor’s success, the trade 
union movement had already been erased from Rudd’s new Labor 
narrative and, with it, 100 years of tradition. 

In the early hours of the following morning, the Prime Minister- 
elect and his motorcade were spotted driving through the Brisbane 
CBD. A procession of white Z-cars (so called for the number plate 
signature of Commonwealth government cars) pulled up at a set of 
traffic lights as the lightly tinted front passenger window came 
sliding down. 

Rudd waved to two journalists standing on the corner. “Don't 
drink too much,” he yelled out across the street. 

“Remember what Keating said,” one of them quipped under 
their breath. “When you change the government, you change the 
country.” 

Robertson vented his feelings the very next day. “I hate to say it, 
but Costello was right when he said the new government will start 
rewriting history,” he told The Sydney Morning Herald. “It’s 
already begun and Rudd and company are out there saying it was 
health or education or climate change. Sure, it was a bit of all those, 
but the biggest issue was Work Choices. It’s hardly surprising 
because Rudd could barely bring himself to say the word union 
during the campaign. For us the difference between this guy and the 
last mob is that this guy doesn’t want to kill us.” 

Robertson didn’t hear a word from Rudd until the following 
January, when he was away on a family caravan trip on the north 
coast of NSW. They agreed to catch up, little more. 
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ROBERTSON AND Bernie Riordan had a sibling-like rivalry. They 
had started in the ETU together and had worked their way up the 
food chain of the union movement. By 2005, Robertson had 
become boss of Unions NSW, Riordan the president of the state 
Labor Party. It was hard to say who was the more bolshie. If 
Robertson jumped 10 feet, Riordan would jump 12, and vice versa. 
They denied that they competed, but privately each would 
complain to Costa about the other. “Bloody Bernie...” Robertson 
would say before whinging about something he had done. Likewise 
Riordan would blame “bloody Robbo” for having buggered 
something up. 

A natural talker, Robertson was good on the stump and skilful 
in whipping up the delegates for a cause. Like many of his labour 
movement colleagues and fellow politicians, including Arbib and 
Costa, he preferred to shave his head rather than reveal a receding 
hairline. In Robertson’s case, it made him look somewhat menacing. 
And although some at first felt intimidated by his appearance, he 
was generally regarded as a “good bloke” even if, like Riordan, he 
seemed to be a man with something to prove. 

Robertson was also a former director of one of the electricity 
retailers, Energy Australia. Though capable, he was one of the 
dozens of union officials enjoying the patronage of the Carr 
government through paid appointments to various boards of 
government instrumentalities. But his role on the board of this state- 
owned electricity business meant he was also aware of the 
commercial realities; he too accepted the need for the retail 
businesses to be sold. 

But he was strident in his opposition to selling or leasing the 
power generators. He liked to describe the retailers as the petrol 
stations, and the generators as the oil refineries, the cash cows of 
the energy sector. They were also the last icons of public sector 
union involvement in productive state-owned industry. He also 
believed that Iemma and Costa had lied to him about their real 


intentions. 
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Earlier, in May that year, when Costa had first flagged reform of 
the electricity sector, Robertson had been sitting in Iemma’s office 
with Professor Owen as well as other union leaders who had been 
pivotal to the union’s success in knocking over Carr and Egan’, 
privatisation plans in 1997. Iemma and Costa knew they had to 
engage the unions. Robertson’s impression from his earlier 
discussions with Iemma was that the new privatisation plans would 
be limited to selling retail. Professor Owen, however, revealed his 
brief was to look at options to sell or lease the generators as well. 

When the briefing was over Robertson left immediately but 
called Iemma on his mobile. “What the fuck is going on? You said 
you were only doing retail and now you are throwing generation 
into the mix without even telling us,” Robertson said. 

Iemma denied it, telling him that he had always made it clear 


that leasing the generators was an option. 


NOTWITHSTANDING WHAT many considered to be Rudd’s 
victory speech snub to Robertson and to the trade union movement, 
and perhaps partly because of it, Robertson and Riordan became 
ever more emboldened after the federal election. Rudd was wrong 
if he assumed they would just go away. Workchoices had 
demonstrated that the trade union movement was again a cogent 
and vigorous force. Robertson, for one, believed that he himself had 
been instrumental not only in Rudd’s rise to power but also in 
bringing down Howard, through the union’s Your Rights at Work 
campaign. And that he had not been dutifully recognised for his 
efforts. 

In a flexing of their muscularity, Robertson and Riordan turned 
the blowtorch on NSW and power privatisation. By December there 
had been a dramatic escalation in rhetoric in each man’s stated 
position, each seemingly to outdo the other. Robertson attempted 
to frame Iemma’s plans for privatisation as Labor’s version of 
Howard’s Workchoices. “It’s analogous to Workchoices on a 


number of levels — firstly ideology overriding political j udgement, ” 
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he said at a press conference after a meeting of the ALP’s 
administrative committee on December 19. 

“If you move ahead on this, the public will take action against 
you. What you are seeing is the unfortunate situation where we are 
going to be compelled to campaign against the Labor government. 
I think it’s going to get quite nasty and people are going to lose 
skin.” 

Costa would later assess the situation as each having become 
over-imbued with his own sense of destiny. “They went mad,” he 
would say. “They believed that they had won Rudd the election and 
they were going to dictate terms to us. They began acting like a self- 
appointed politburo with an inflated opinion of their own 
importance.” Costa’s preference was to ride over the top of them, 
ignore them and just push ahead with privatisation. Iemma, though, 
wanted to get the policy up with at least some semblance of 
consensus, knowing the potential for Riordan and Robertson to 
undermine his leadership through the caucus. 

With that in mind, and to deal specifically with Robertson and 
Riordan, Iemma established a series of round-table forums on 
privatisation between his office, the NSW Treasury and the unions. 
He put Della Bosca and Macdonald, as the lead ministers on energy 
and industrial relations, in charge of dealing with Robertson and 
Riordan so he wouldn’t have to deal with them himself on a regular 
basis. Considering the two ministers’ strong union links, Costa says 
it was like putting Dracula in charge of the blood bank. 

In the final week of October, Macdonald met Riordan and 
Robertson in his GMT office at 8 am. 

Macdonald and Della Bosca believed they had a way out of the 
impasse with their own privatisation package. Their model involved 
taking one retail business and one power station and bundling them 
together with an approved development site — valuable real estate 
on which new privately-built power stations could be built — and 
selling the lot together in an Initial Public Offering (IPO), a share 


market float. It also involved rights to a previously unknown coal 


d 
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deposit in north-west NSW, which had yet to have exploration 
rights issued for its development. 

The whole deal would be contingent on the industry 
superannuation funds coming in as cornerstone investors with 
roughly 20 per cent, with the remainder to be offered to private 
investors and the public. The other generators and retail businesses 
would stay in public ownership. Riordan, also the deputy chairman 
of the Energy Industries Superannuation Fund, had been a strong 
advocate of the super funds being allowed a stake in any private 
entity. 

Macdonald and Della Bosca believed that Iemma had given them 
the green light to put the proposal to the unions. They had already 
flagged it with Riordan and other union officials at a meeting at the 
Regal Hotel in early September. Macdonald knew that the all-or- 
nothing approach, which had brought down the plan in 1997, 
would fail again. He believed that the only way to get privatisation 
through was by a negotiated settlement with the unions. And he 
believed his model, while not as robust as Costa’s, would at least 
net the government $10 billion. 

Iemma, however, regarded the plan as convoluted, confusing 
and, according to industry experts, wouldn’t attract investment 
from the private sector. Treasury had also warned that the market 
would not accept this model. 

Iemma saw the plan as a dud, but Macdonald had tried to calm 
him by telling him that if the unions didn’t accept it, the government 
could use it against them later, from a tactical position, to show they 
were being unco-operative. 

“No, we are not going down that path,” Iemma had warned 
him. 

So lemma was shocked, when he called Macdonald at 8.40 am, 
to hear that not only had he already flagged the idea with Robertson 
and Riordan, but the pair, rather than knocking it back, had agreed 
to it in principle. Further, they were convening a meeting that same 
afternoon to have it officially endorsed by the union executive. 
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lemma was furious. He called Macdonald and Della Bosca to his 
office, and made sure the director general of the Office of Premier 
and Cabinet Robyn Kruk, and Treasury secretary John Pierce were 
with him as well. He wanted witnesses. 

“You had no right to do this,” he yelled at them. “I am not going 
to risk the government’s credibility on an appalling package. You 
were not to put this to them, it’s horseshit.” In a rare display of 
anger, he thumped the glass table they were circled around, hurting 
his hand on the steel frame. He threw them out of the room. 

Della Bosca got straight on the phone to Riordan. “Forget it 
mate, I’ve just been thrown out of the Premier’s office,” he told him. 

But Iemma also had a fresh issue to deal with. Treasury were 
now telling him that the government’s legal consultants, Baker & 
McKenzie, believed he might need to take the sale to parliament, to 
have legislation. 

“Well, of course the lawyers are going to tell you we need 
legislation,” Iemma had told Treasury secretary Pierce, frustrated 
with yet another obstacle. “It’s more work for them.” 

Pierce tried to re-assure Iemma. While an Act of Parliament was 
desirable, he said, there were ways to go ahead without one and 
deal with any residual legal problems later on. 

Iemma could do the whole privatisation without legislation, 
except for supporting schemes to provide worker protection 
measures, price protection measures and the components of the sale 
package that were all supported by the unions. He needed the law 
to be changed to enact them, in what the lawyers identified as a 
non-amusing legal irony. 

Iemma and Costa had hoped to keep the sale entirely away from 
parliament. The need for legislation, they worried, would give 
Labor head office, or the unions led by Riordan and Robertson, a 
chance to infect Iemma’s caucus and get them to vote against It. 

In the end, Iemma had no choice. With such a large financial 
transaction, he knew he couldn’t afford to risk any potential 


statutory challenges down the track. Iemma now needed to ensure 
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that, when it came down to a vote in the parliament, his MPs did't 
buckle to pressure from Riordan and Robertson, which would mean 
more and more concessions. The caucus was a minefield. 


THE MOST colourful expression of NSW Labor factional power is 
not in the union movement, or the Party machine, but the Caucus, 
formally known as the State Parliamentary Labor Party (SPLP). O¢ 
the 71 Labor MPs in the SPLP in 2007, 49 were from the NSW 
Right, or Centre Unity. The remainder was divided between the two 
divisions within the Left, the hard Left and soft Left. 

Now it was time for the Terrigals to exert their power. The 
Terrigals, a faction of around 30 MPs from the Right, controlled 
Centre Unity in the parliamentary group. And the two men holding 
the spears for them — Iemma’s praetorian guards as they were often 
described — were Obeid and Tripodi. 

Obeid was born in Lebanon and came to Australia as a six-year- 
old. As a former newspaper publisher, he was independently 
wealthy and had been a donor to the ALP before entering the NSW 
Legislative Council in 1991, the same year as Iemma. A small, 
bespectacled and greying father of nine children, who had 
undergone two heart by-pass operations, Obeid was an unassuming 
figure around Parliament House. His appearance disguised his 
ruthlessness as a factional powerbroker. 

His ministerial career came to a halt following false allegations 
in 2002 that he had tried to extract a $1 million donation to the 
ALP from property developers in exchange for a favourable 
outcome for a complex known as Oasis at Bankstown in western 
Sydney. Even though he successfully sued Fairfax Media and the 
ABC for defamation for publishing the false allegations, he felt the 
stain was never quite removed from his reputation. 

Tripodi belonged to the new generation of Young Labor 
apparatchiks who had started entering the NSW Parliament from 
1995. Reba Meagher had been another, and Tripodi had once been 
romantically linked with her. Obeid treated them as if they were his 
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own blood, and from the backbench they built their powerbase 
rogether through the caucus. 

For outsiders, it was a mystery how Obeid and Tripodi wielded 
so much power inside the caucus. But like all herds, the Terrigals 
needed to be led, and Tripodi and Obeid, if nothing else, were 
skilled in the use of power. In return for nurturing newcomers with 
promises of ministries and other glories, and raising funds for their 
election campaigns, they earned a fierce loyalty among this core 
group of MPs. The key to their power, however, lay in people’s 
perceptions that they could deliver the numbers in branches to 
secure preselections for MPs. Many of those in the Right owed their 
very political existence to Obeid and Tripodi. 

The first official recorded meeting of the Terrigals was in 1992 
at the Sheraton Wentworth Hotel, after one of the frequent late- 
night discussions in the cavern-like beer den of the Nippon Club, a 
basement bar under the Supreme and Federal Court chambers in 
Macquarie Street. But the group got its name from a Christmas 
Party at Obeid’s beach house at Terrigal, a popular coastal resort 
town an hour and a half north of Sydney. 

Obeid had been one of the founding fathers of the group. The 
Terrigals’ purpose was to create a new dominant power bloc within 
the Centre Unity faction of the SPLP which would be aligned to 


and indeed with the power to 





head office and support the leader 
install the leader. They were initially a protest to another faction of 
the Right, the Trogs. 

As far back the mid- to late-1980s the caucus had been deeply 
divided. The Old Guard of the Right were in constant battle with 
head office. The story was that Laurie Brereton, then a minister In 
the Wran and Unsworth governments, before his move to the 
Federal parliament in 1987, was walking past the office of then MP 
Bill Beckroge after a caucus ballot and saw a group of Centre Unity 
MPs sitting around drinking wine. Brereton poked his head in: 
“There they all are, the troglodytes sitting in their cave, drinking 


piss.” The name stuck. 
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The Terrigals may have been established in protest to the Trogs’ 
dominance, to provide a saner, more stable force in Centre Unity, 
but they quickly evolved into a fraction (a faction of a faction) of 
self-interest and grew to be the only vehicle for promotion through 
the Centre Unity ranks of the parliamentary party. 

lemma was a key instrument of the Terrigals and one of jts 
numbers men. He liked to think he was the only one among them who 
could count. Costa was often linked to them but never formally joined. 
He often joked with Tripodi and Obeid, with whom he became close. 
that he was and always would be an “independent contractor”. 

By 2007, the parliamentary wing of the NSW Right had become 
known as the “Eddie and Joe show”. 


ROBERTSON WAS revelling in a new-found sense of importance 
following what the unions, at least, believed was their decisive role 
in the federal election victory. And he had every reason to believe 
strongly in his own abilities. Obeid and others were telling him that 
he could one day become premier. 

Costa had been one of the first to hear about the Robbo-for- 
Premier push at a fundraising function in Wollongong, where he ran 
into one of his former union officials, then Robertson’s deputy 
assistant secretary at Unions NSW, Chris Christodoulou, who was 
also a government-appointed board member of the Wollongong 
Sportsground Trust. 

“You know they are trying to draft Robbo?” Christodoulou said 
to him. 

“Draft him into what?” asked Costa. 

“To become premier,” said Christodoulou. 

“You have got to be joking!” 

Costa rang Obeid from his car on his way back to Sydney. 
“What the hell are you up to?” he asked. 

“What are you talking about?” Obeid replied. 


“Bloody Robbo, you’ve been telling him he can be premier, 
haven’t you?” 
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“Well, I might have said something like that, but you've got to 
give em hope,” he said. 

“Yeah, but he believes it,” Costa replied. “He actually believes 

it.” 
Whether he believed it or not, Robertson had made no secret of 
the approaches being made. He confided in an old friend and 
mentor, Barrie Unsworth, the former NSW premier, and a 
predecessor of Robertson’s as secretary of the Labor Council from 
1979 to 1984. Unsworth and Robertson also shared something 
more tribal in their political ancestry. They were both electricians 
by trade. And they had been good mates. 

“Barrie, they want me to become premier,” Robertson told him, 
when they met for coffee in Robertson’s office at Sydney Trades 
Hall a month or so after the March 2007 state election. 

Unsworth, who was remarkably well-preserved for his 73 years, 
reminded Robertson of how he had become premier himself, which 
he admitted was partly by accident, when the Party officials tapped 
him on the shoulder under the Town Hall stage of the 1986 NSW 
State Labor Conference after Wran unexpectedly decided to 
announce his retirement. 

“I was once sitting where you are, and I became a premier,” said 
Unsworth. “But I didn’t plan it. It was a fluke, it just happened. 
Mate, this is different, you are planning it!” 

What few people knew at the time was that lemma was actually 
in on the plan as well, albeit for reasons quite different from those 
being put to Robertson. For Iemma, it was a ruse to bring 
Robertson into parliament to shut him up. Once in parliament, 
thought Iemma, he would be forced to sing from the government’s 
song sheet. 

On November 6, Obeid took the first steps in trying to achieve 
this goal when he arranged to meet Richard Amery, the leader of 
the Trogs. 

“Riiichard, Riiichard,” said Obeid, in his distinctively low and 


elongated enunciation. “We need to talk.” 
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There was enmity between Obeid and Amery arising from thei. 
history as the warring chiefs of Centre Unity’s two parliamentary 
tribes. They had never been particularly fond of each other, The 
only thing the two had in common, apart from being in the Labor 
Party, was that Bob Carr had dumped both from his ministry. 

Amery, a tall, physically imposing figure but a distinctly more 
peaceable one than usually drops from the mould of the modern day 
Labor factional warrior, conveyed an old world charm. He had an 
eccentric preference for typing out his parliamentary Questions on 
Notice using a 1935-model Imperial 55 typewriter. As an elder of 
the Trogs, Amery spoke for a now small, but still vocal group of 
MPs in the caucus. 

“Have you thought about your retirement?” asked Obeid. 

“Well, have you?” retorted Amery, a former police officer, who 
was rarely caught off guard. 

“Well, Pm getting out,” Obeid told him. 

Amery had been elected to parliament on October 22, 1983, as 
the member for the troubled and under-resourced western Sydney 
electorate of Mount Druitt. He would serve six Labor premiers, 
starting with Wran, Unsworth, Carr, lemma, Rees and culminating 
in 2009 with Kristina Keneally. He would also come to be one of 
the few MPs still in the NSW government to have experienced 
Opposition. He’d been around and wasn’t easily fooled. 

The two were sitting in Obeid’s twelfth floor office, overlooking 
the Domain, with the canopy of the Royal Botanic Gardens in the 
distance and the harbour beyond. Obeid told Amery that head 
office was hunting for a safe Labor seat to become vacant 
somewhere in western Sydney. Amery’s was among the safest, with 
a margin of 24.5 per cent. “It’s for a very prominent person,” Obeid 
said. 

Well, that’s all well and good, Amery thought, but why is he 
asking me? If and when he retired, and he hadn’t determined when 
that would be, he would do so only if his successor was chosen from 


a rank-and-file preselection and not by head office under an N40 
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—a rule designed to stop branch-stacking and allow head office to 
step in and select candidates. But Amery quickly understood that 
Obeid wasn’t talking about the 2011 state election; he was 
considering a much earlier departure. 

“It’s for John Robertson,” said Obeid. “He wants to come into 
state parliament; he doesn’t want to go federal. We have got to have 
alternatives in case Morris pulls up stumps.” 

Amery was astonished. Only months earlier, Iemma had taken 
Labor to a fourth election victory, one that few believed they could 
win. And now Obeid was talking about him going. It suggested to 
Amery that either Iemma was about to throw in the towel, or his 
friends were planning to roll him; and Amery saw no evidence of 
the former. Furthermore, the implication was that Robertson was 
actively seeking a political career within the very government he was 
publicly attacking, presumably with an eye on the leadership. 

But Amery refused to retire for Robertson. Another MP, Paul 
Gibson also refused to give up his seat of Blacktown, despite being 
a close friend of Robertson. Attempts to persuade Upper House MP 
Henry Tsang to resign failed as well. 

Robertson later denied he ever had ambitions to enter 
parliament, let alone become premier. He claimed to colleagues that 
he made the decision only when called upon by the Party to serve. 

“I knew they were blowing wind up my arse,” he would tell 


colleagues. 


CHAPTER 9 





The usual suspects 


KAN BITAR LIKED to sing to Bernie Riordan when Riordan 
answered the phone. During the “power wars”, he would 
serenade him with John Lennon’s hit, “Give Peace a Chance”. 
Riordan at first thought it was funny. But by early December, his 
demeanour had changed. “Shut up you idiot,” he barked the last 
time Bitar tried to indulge his softer side. It symbolised Riordan’s 
deteriorating disposition. By now, Riordan had already begun 
whipping up union delegates to write to Bitar to warn him about 
the dangers if he did not act to stop Iemma’s privatisation plans. 

Bitar and the Party’s assistant secretary from the Left, Luke 
Foley, had little time to revel in the euphoria of Rudd’s federal 
victory before they realised that they had a significant problem with 
the unions in NSW. They both may have shared a desire to see 
Iemma gone, eventually, but their priority was to stop the Labor 
Party from blowing itself apart in the process. 

The shift in Riordan’s attitude woke them up: they too might 


become union targets unless they took sides in the power warts. 


TO 


THE USUAL SUSPECTS 


The SPLP, the caucus, can easily find its loyalties divided. On the 
one hand, the MPs have a duty-bound loyalty to their parliamentary 
leader and the collective decisions of the caucus, but they also have 
an unbreakable loyalty to the Labor Party itself. The Party 
secretaries, too, had a similar problem of conflicting loyalties. They 
ran the Party machinery, through its often ambiguous rules and in 
consultation with its 34-member administrative committee, 
managing the factional differences. But they were also honour- 
bound to support the Party’s parliamentary leader, particularly 
when Labor was in government. 

The dilemma for Bitar and the other key Party officers was that 
their own positions were subject to union support and, in 2007, the 
two most influential officials were Robertson and Riordan. Party 
secretaries were endorsed for four-year terms either by a resolution 
of the Party conference or by the administrative committee, a 
committee dominated by union officials. 

Hanging over the heads of every party secretary since 1976 was 
what had happened to former secretary Geoff Cahill, who was not 
only sacked by the ALP president John Ducker for disloyalty, but 
was frog-marched out of Sussex Street. 

By December 2007, Bitar had been officially endorsed by the 
administrative committee, as Arbib’s replacement as NSW secretary. 
Arbib had announced his resignation to pursue his federal ambitions 
as an MP ina Rudd government, and the administrative committee 
had endorsed his position on Labor’s Senate ticket for NSW in June. 
As the NSW Party boss who had both overseen the state election 
victory, and delivered the leadership to Rudd, Arbib had his pick of 
Labor jobs, provided he had the support of the key unions. 

Up until then, Bitar and Foley had been publicly supporting 
Iemma, though being publicly neutral on his privatisation plans. 
Arbib had moved on and, with his attention turned towards 
Canberra, would play only a directing role from the shadows. But 
none of them was particularly aroused by the ideologies of 


privatisation. Foley — the 37-year-old machine leader of the Left 
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and a passionate Labor historian who liked to boast about his Irish 
pedigree — was less concerned with ideology than with what was 
winnable, a position that reflected the shift in the Left’s thinking 
since the 1970s. 

Their collective fear was that, if Iemma could not get a quick 
resolution, the government and the Party machine would face a 
two-year industrial brawl that could destroy the Party and almost 
certainly guarantee that the government’s current term would be 
their last for a long time. Implicit in Bitar and Foley’s continued 
neutrality on the privatisation plans was their expectation that 
lemma and Costa would cut a deal with the unions. Bitar had told 
lemma explicitly: “I don’t get paid to do policy, Morris. If you can 
get it through, then fine. But you will have to do it quickly.” 

But what had started out as two union leaders stirring the pot 
was rapidly escalating and the prospect of a deal was growing 
more and more unlikely. Andrew Ferguson, the secretary of one 
powerful union — the Construction, Forestry, Mining and Energy 
Union — and the brother of federal Labor MPs Laurie and 
Martin, had told Iemma that, despite having little interest in the 
policy itself, he would oppose him on it for no other reason than 
because Robertson did. 

Other unions were already lining up to oppose privatisation. The 
Left-wing United Services Union’s Ben Kruse was the most vocal. 
He had the most members who might be affected. The left-wing 
metal workers boss, the Australian Manufacturing Workers Union’s 
Paul Bastian, had signed up early, as had the head of the Public 
Service Association, Steve Turner. Less concerned about 
privatisation but intent on removing Iemma as premier were the 
right-wing National Union of Workers’ state secretary, Derrick 
Belan, and NSW secretary of the Australian Workers Union Russ 
Collison. Nick Lewocki, the head of the Rail Tram and Bus Union, 
had a long-running beef with Costa, going back to his days as 
Transport Minister, and an axe to grind over Iemma’s more recent 


threat of privatising the rail maintenance yards because of repeated 
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train breakdowns. All wanted Iemma and Costa’s head on a platter 
before Christmas, and all of them had a voice on the Party’s 
administrative committee. 

Bitar and Foley both knew they would eventually become targets 
themselves if they didn’t get off the fence and side with the others 
over privatisation. 

In light of growing hostility, Bitar and Foley met to discuss their 
strategy. Their key concern was not their personal positions but 
that, if the situation got out of hand, the Party risked an internal 
crisis on a scale not seen for 60 years. 

Riordan and Ben Kruse were demanding they convene an urgent 
meeting of the administrative committee for Christmas Eve to 
consider bringing forward a special conference where they could 
rule Iemma’s policy illegal under the Party rules. The unions knew 
it had to be done quickly, since the next scheduled meeting was not 
until February. They worried that would be too late. By then lemma 
could have already signed contracts. 

Bitar was the only Party official with the power to convene an 
extraordinary meeting of the administrative committee. He was 
under extreme pressure from the unions and the Party president. At 
the same time, Bitar was increasingly burdened by his polling 
research, which he read as telling him that Iemma would have to go 
before the next state election. The dilemma was that lemma 
couldn’t be sacked, or rolled, in what would be seen as a coup by 
unelected union officials. lemma would have to go peacefully, with 
a smooth transition to a successor but with the Party officers pulling 
the strings. 

Bitar and Foley made a pact that, for the meantime, they would 
lock in their support for Iemma. But there were conditions. Bitar 
would insist on Iemma making wholesale changes to his Cabinet, 
including the two demotions Bitar had already flagged, Meagher 
and Greene. But he wanted another, Costa. Bitar thought that if 
Costa were removed, it may be a sufficient sop to the unions, 


enough to get them to back off. Despite competing interests, Bitar 
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and Iemma were bound to the same fate, and the job security of 
both depended on a resolution to privatisation before the 2008 state 
conference. 
“I don’t know if I can stop the special conference going ahead,” 
Bitar told Iemma. “Michael [Costa] is a problem. He has to go.” 
He also warned Iemma that he had to get the privatisation issue 
resolved before the conference. “If you don’t,” he told Iemma, “I 


will have to vote against you.” 


BUT IF Bitar thought it was an awkward time to be the Labor Party 
boss in NSW, it was even worse being the Labor premier. 

December 2007 began as a disaster for NSW Labor when all 
these chaotic ripples became waves of scandal. 

A week after Rudd’s federal election victory, lemma’s finger was 
hovering over the privatisation button. He was going to call in 
Rudd’s promise. 

His plan was to take the power privatisation package to caucus 
for endorsement the following Tuesday, and go for it. His Cabinet 
had already signed off and was bound to vote in support in the 
Party’s caucus, where government policy was obliged to be ratified 
before being announced. That meant lemma had a head start of 21 
votes out of 71 in the caucus. He needed only 15 out of the 
remaining 50, the overwhelming majority of whom were from the 
Right. He had a precedent: Carr’s controversial policy to allow 
poker machines into NSW pubs and hotels had passed the caucus 
by a majority of only one vote. 

Iemma saw he needed to act quickly, especially while Party 
officers Bitar and Foley were playing dead on the issue. He could 
counter Riordan and Robertson’s attempts to influence his caucus, 
but only while the machine stayed out of it. Because the Party 
officials could ultimately decide preselection outcomes, their ability 
to influence MPs was considerable. 

Caucus met on the Tuesday of every parliamentary sitting week, 


so Iemma knew December 4 would be his last chance to get the 
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policy through caucus and announce the go-ahead before the 
parliament broke for Christmas. The alternative of recalling his MPs 
trom holidays for a special meeting was very risky. 

But he hadn’t foreseen the events of December 2. 


ON THE second day of summer, Iemma woke to a screaming 
headline in The Sunday Telegraph: LABOR GOVERNMENT BOMBSHELL. 

Secret documents had been leaked to the paper alleging that the 
Left’s star recruit Phil Koperberg, Environment Minister and 
decorated former Commissioner of the Rural Fire Service, had 20 
years earlier been the subject of an apprehended violence order for 
allegedly bashing his wife and stepdaughter, a claim he strongly 
denied. (At that stage, Iemma couldn’t know that in just six weeks, 
after an investigation, police would clear Koperberg.) 

lemma immediately suspected the story’s timing was payback for 
his dumping of Paul Gibson from Cabinet in April 2007 after 
allegations went public that, back in 1991, Gibson had assaulted 
Sandra Nori, his partner, former NSW Sports Minister and ex-wife 
of Federal Labor MP John Faulkner. (Police cleared Gibson of the 
allegations he assaulted Nori.) 

Iemma accepted Koperberg’s denials. But he believed he had no 
choice but to stand Koperberg aside pending the outcome of an 
investigation. He called a press conference for 2 pm that Sunday to 
announce it, knowing that Koperberg would be the second Labor 
MP in the space of 12 months to be investigated over allegations of 
domestic violence. 

Few would have thought it possible, but the lemma government 


had hit new lows. 


BERNIE Banton, the public face of the fight to win compensation 
for sufferers of asbestos-related diseases from the company, James 
Hardie, had died a week earlier, three days after the federal election. 
On December 5, at around 9 am, Iemma left GMT for the 40- 
minute drive to Sydney Olympic Park where he and Rudd were due 
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to attend a state funeral service for Banton. lemma had becorne 
close to Banton and had been instrumental, with the then head of 
the ACTU Greg Combet, in extracting compensation for victims 
from James Hardie. He had visited Banton several times in hospital 
in his last days. Though the funeral presented an opportunity to 
warn Rudd he’d soon have to fulfil his promise on privatisation, out 
of respect for Banton, Iemma had decided not to bring it up. 

On the backseat of Ilemma’s car was a copy of that morning’s 
Daily Telegraph, carrying a story that insiders were considering a 
hand-over of the premiership to John Watkins. The situation was 
becoming desperate. His caucus was jittery enough about 
privatisation, let alone another ministerial scandal. And now this. 
He needed to settle down his MPs or he risked not getting the 
numbers in the caucus. 

He phoned his media advisor Justin Kelly from the car. “Where 
is this stuff coming from?” he asked. 

“The usual suspects.” 

“Well, someone is gonna have to get up and hose it down,” said 
lemma. 

lemma’s day went from bad to worse when his chief of staff 
Mike Kaiser confirmed what Iemma already knew was on the cards: 
that Kaiser was resigning to return to Queensland. 

Kaiser had been offered a job with Anna Bligh as the new 
Queensland Premier’s chief of staff. Kaiser had hoped to enter the 
NSW parliament himself. He’d had a taste of parliament as sitting 
member for the Queensland seat of Woodridge, which he’d resigned 
from in 2001 after being implicated in an electoral rorting inquiry. 
(He had denied any wrongdoing, but was forced to resign after 
admitting to signing an electoral enrolment for an address where he 
had never lived. Many of his supporters believed he had paid a high 
price, as the inquiry made no recommendations that he be 
prosecuted.) It had become clear to Kaiser that the political 
machinery in NSW was collapsing and any hopes of a parliamentary 


role were fading. Kaiser’s departure was a significant blow to 
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lemma. He was seen by most of the MPs as the only person on 


lemma’s team able to keep Costa under control. 


FRIDAY DECEMBER 7 was the last sitting day of parliament 
before it broke for summer. But for Iemma, it had become a case of 
now or never. He knew he had to act on privatisation or risk losing 
any chance of getting it through. That night all his MPs received an 
email advising them that caucus would be recalled for Monday 
December 10, three days after parliament had risen for the year. 
Many MPs had already packed their bags and fled the House. 
Watkins was forced to cancel a trip to Paris and Rome. 

Iemma left Sydney for the weekend to stay at a friend’s property 
on the NSW Central Coast. The mobile phone reception was poor 
and his calls kept dropping out. Though he left most of the 
groundwork to Tripodi and Obeid, Iemma was taking calls from 
them every few minutes, with updates on the numbers. But he 
wanted to be sure, so he started making some calls himself. 

Richard Amery, MP for Mt Druitt, was surprised to get lemma’s 
call at 4.40 pm. Bob Carr hadn’t phoned backbenchers; that was a 
job usually left to his chief of staff. But Tripodi had told lemma that 
Amery still had some concerns, and that if Amery had worries, it 
was a sure bet others would have them too. 

“I’ve got you down as opposing,” Tripodi had said to him earlier. 

“No, that is not the case,” Amery had said. “But I want to know 
more about job security for power workers and price regulations.” 
Amery had an Integral Energy warehouse in his electorate and was 
concerned about local jobs in an already depressed region of Sydney. 
What he heard seemed to satisfy him, but Tripodi thought he 
needed more. When Iemma called him, Amery put it simply, “There 
are no worries about it, are there? It is a done deal? | mean you 
don’t want any last-minute surprises.” 

Iemma told him what Riordan’s position was, and tried to 
impress upon Amery that they would need to show resolve. “It 


could get ugly,” he said. 
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Amery told him that the union officials had been also making 
calls, putting pressure on MPs to vote against lemma in the caucus. 

Amery then asked him how his office was managing the media. 
“The caucus is getting skittish because of all the negative press,” he 
said. 

“You mean the Sunday Tele?” asked Iemma, referring to the 
Koperberg story. 

“No, all of them!” said Amery. 

“Don’t worry, Pm working on it.” 

After many calls, Iemma was confident he had the numbers in 
the caucus to get the privatisation policy through. And later that 
night, Costa phoned the chairman of the ACCC, Graeme Samuel, 
who had expressed concerns about the market power of NSW 
generators in the national market. Costa gave him a heads up that 
the following morning the NSW Government would be announcing 


its go-ahead on its plans for privatisation of the NSW electricity 


industry. 





CHAPTER 10 





Another day, another 
disaster 


N MONDAY DECEMBER 10, three months after Morris 
Iemma’s decision to delay privatisation for Rudd, he drove 
into a hushed Parliament House, one that had already begun 
locking down for Christmas. At 10.00 am he met with his Cabinet, 
and outlined the detail of the plan, preparing them tor war. 
Immediately after the meeting, a neophyte minister, Nathan 
Rees, popped in to see him. Rees owed his job to lemma and was 
enthusiastic about appearing to support him, despite being under 
immense pressure himself from his own Left faction to vote 
against the plan. He wanted to make it clear to lemma that his 
loyalty to the leader was above that of his faction. Rees had a high 
threshold for conflict and wasn’t concerned about a fight. He was 
also bound by Cabinet solidarity to vote with whatever decision 
Cabinet made. 
“You heard what I had to say in Cabinet. I'l! do whatever you 
require me to do to prosecute the policy debate,” he told lemma. 


“If you go down screaming, we all go down together.” 
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lemma was grateful for the support. But he knew that Rees, like 
many in the Cabinet, was giving it out of a sense of duty, and not 
necessarily because of a conviction in the policy. Before beoming an 
MP, he had been one of Iemma’s policy advisors. Rees returned to 
his office and spoke to a senior staffer. “This is going to end in 
fucking tears,” he said. 

At 11.15 am Iemma addressed the full caucus of both left and 
right-wing MPs and presented the plan. There would be no sale of 
the current government-owned generation companies; they would 
remain in public hands, meeting the unions’ demands, he said. They 
would, however, be leased to the private sector on a 99-year lease 
arrangement. But to the MPs on the left, this was simply 
privatisation in disguise. They were already shifting in their seats. 

Iemma continued. Not only would the 1,700 power generation 
workers be given five-year work tenure guarantees, they would 
receive a one-off $40,000 payment each to compensate them for 
moving from public to private sector employment. 

Implicit in the sale would be a commitment by the private sector 
bidders to build new generation to meet the future demand needs. 
But if that didn’t eventuate, the government would build it. 

The transmission business, with the bulk of the workforce — 
11,500 jobs — would remain in public ownership. 

As for the retail businesses, they would go. There were 24 retail 
companies selling power to business and residential customers 
across NSW. Only three were government-owned. They were not 
able to compete commercially any longer, lemma said, without a $3 
billion investment from the government. They were losing market 
share and had to be sold. But, he promised, the call centre workers 
would be able to stay in the public sector or transfer over to the new 
private companies. No one would lose their job. 

“God, I hope he doesn’t fuck it up,” muttered Tony Stewart as 
Costa got up to explain the financial implications if the privatisation 
didn’t go ahead. Stewart was one of Iemma’s backbenchers and the 


second in command of the Trogs. 
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lan Macdonald, Energy Minister, then told caucus that consumer 
prices would be protected from gauging; the Independent Pricing 
and Regulatory Tribunal would keep its roll for another four years. 
Nathan Rees then outlined a program of introducing smart meters, 
to be installed in homes to reduce energy consumption, and act as 
a further brake on future power costs. 

But then Lynda Voltz rose to speak. This was the first sign that 
the unions would try to hijack the caucus process. Voltz, Upper 
House left-wing MP and step-daughter of Laurie Ferguson, moved 
a motion to delay action. She wanted a committee established to 
assess the impact of the plan and refer it to ALP state conference to 
ensure that it was in accordance with policy. Her motion was 
seconded by Carmel Tebbutt, a leading left-wing MP, former 
Education Minister, and wife of Anthony Albanese, who had only 
a week before become a federal minister in the first Rudd 
government. (Albanese would later lobby party officials and Rudd 
for her to become NSW premier). 

In what appeared to be yet another concession to sale opponents, 
lemma announced that he would establish an energy consultative 
reference committee to examine the 12 steps for privatisations as 
required under the policy written into the Party’s platform in 1998. 
To Costa and Iemma, it was no real concession; they were confident 
that their plan conformed to all aspects of the Party rules. 
Representatives from the union movement, government, the 
environment and social lobby would be invited to sit on the 
committee. 

By the end of the caucus meeting, Iemma’s package was 
overwhelmingly carried on voices and no formal vote was required. 
lemma’s MPs had stuck with him. 

As he left the Party room on the 12th floor of Parliament House, 
lemma was buoyant. He now had the backing of both his Cabinet 
and his caucus. He also had legal advice that the state Labor 
conference did not have retrospective powers to overturn a decision 


of the SPLP. And he continued to believe he had the backing, and 
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ultimately the imprimatur, of the new Prime Minister. His mood 
turned. His anxieties had switched to relief and for the first time in 
a long while, he was feeling optimistic. 

Of course, there was also the sweetener for the public to support 
the privatisation. Labor never expected the plan to be electorally 
popular, so the sale proceeds would be spent on a sweeping 
infrastructure program of road and rail projects, which Treasury 
had valued at around $14 billion, once $3 billion in outstanding 
debt had been paid off. 

“The decisions that we’ve arrived at today were not easy ones, 
not easy ones for the Labor Party and for the members of the 
parliamentary Party as well as the Cabinet, but they are the right 
decisions,” said Iemma at a media conference immediately 
afterwards. 

Taking head on the issue of his leadership and the rumours he 
was about to quit, he assured the throng that he wasn’t going 
anywhere. “I’m going to be implementing it, and Pll be around to 
implement it.” 

Several federal ministers were quick to endorse Iemma’s reform 
agenda. On December 13, the Ministerial Council on Energy, which 
included all state energy ministers and the federal Energy Minister 
Martin Ferguson, gave their unequivocal support. A communiqué 
from the meeting praised Iemma for a commitment to the continued 
reform of the national electricity market, a process set in motion 
years earlier by Keating. 

“Morris lemma has made a tough decision,” Ferguson said the 
following day, putting him in direct conflict with his two unionist 
brothers. “It is in the best interests of the state and the nation, and 
he is to be congratulated for it.” 

The new Federal Treasurer Wayne Swan, only two weeks in the 
job, issued a similar public statement of support a week later. “We 
support the Premier of NSW in his efforts to increase the investment 
and competition in the national electricity market,” he said. “The 


Premier has taken the economically responsible decision.” 
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On December 20, Iemma headed to the airport for a flight to 
Melbourne for the following day’s Council of Australian 
Government (COAG) meeting. It would be the first time he had 
spoken to Rudd since the election. 

COAG was the peak forum for negotiations between the state 
and territory leaders and the federal government. It usually 
comprised all the state premiers and chief ministers of the territories 
and their respective treasurers as well as the Prime Minister and 
Federal Treasurer. There were great expectations that COAG under 
a federal Labor government would become a more co-operative 
forum for the state governments rather than the debasing cap-in- 
hand exercise that Labor premiers had experienced under Howard. 

One of Rudd’s many election slogans had been to “end the 
blame game” between the Commonwealth and the states. The first 
item on the COAG meeting was the promised reform of the 
Federation, particularly in relation to federal funding of state health 
systems and the more general issue of Commonwealth grants to the 
states. 

Victoria’s Government House, home to the country’s Governor- 
General until 1930, was regarded as the best example of 19th 
century neo-renaissance Italianate architecture in the country. A 
building with a grand appearance of purpose and political history, 
it was a fitting backdrop for the first ever COAG meeting where 
every leader present would be from the ALP. Wall-to-wall Labor, as 
Howard had called it. 

But the meeting wasn’t what Iemma expected. It was apparent 
from the very start that the new Rudd government had been 
mugged by the reality of office. It was obvious to lemma and others 
present that little work had been done to progress the issues on the 
table. Rudd even apologised that he hadn’t had time to be fully 
briefed on the agenda. He and Wayne Swan had been busy getting 
up to speed on the emerging global financial crisis, he said. 

This was not a good start, and Iemma was in fear that his 
treasurer, Costa, would fly off the handle and embarrass NSW. 
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Costa had form for speaking his mind on policy and on people. 
lemma was right. When Rudd explained how he and Swan had 
been tackling the challenges of the global financial crisis, Cost 
burst out laughing, and Rudd scowled. 

Costa had made little secret either of his contempt for Rudd or 
his cynicism about meetings such as COAG. In protest, he would 
use the notepads provided in their COAG kits to doodle while Rudd 
was talking. At this meeting, he also started a competition with then 
Western Australian Premier Alan Carpenter to see which of them 
could guess the next Rudd cliché. With Rudd’s “rubber hits the 
road”, Costa won the first round. 

Costa’s assessment of the first Rudd COAG meeting was that it 
was not so much about “ending the blame game” and a new co- 
operative arrangement with the states, as about Rudd implementing 
his election promises ahead of the states’ own agendas. 

Iemma managed to squeeze in one private conversation with 
Rudd before the Prime Minister flew to Iraq and Afghanistan the 
following day. Iemma didn’t specifically mention the privatisation 
elephant in the room, but Rudd did assure him that he supported 
his leadership. 

“This is just the start,” Rudd told Iemma, referring to the 
outcome of the first COAG meeting in which new arrangements on 
federal funding for elective surgery waiting lists were agreed to. “We 
will do some big things together. We will rebuild the nation 
together.” Iemma believed those remarks were a nod that Rudd’s 
promise was still firm. Just let the unions try it on now, Iemma 


thought, breathing easier. 


WHEN IEMMA returned to Sydney, Bitar and Foley had made 
good on their promise to him that, for the meantime, he had their 
backing. It was in their interests to keep him in the job until they 
could lock in a viable alternative. While they had managed to block 
the union hot heads calling for a special conference to roll the 


privatisation, they knew they wouldn’t be able to resist for long. As 
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a gesture to the unions, they had offered a compromise: to bring 
torward the ordinary Labor state conference planned for June the 
following year to May. 

On Christmas Eve, Bitar penned a 16-page document appealing 
to the rank-and-file to give Iemma their backing. It was a final but 
fruitless gesture of support for the leader. Bitar deliberately used the 
phrase “Labor Premier” when referring to Iemma, to emphasise that 
he was acting not just in the best interests of the state but as a loyal 
servant of the Party. The document included a personal letter from 
Iemma himself, pleading the case for privatisation. And $30,000 
later, it was sent out to all Party branch members in NSW — around 
12,000 of them. 

Bitar and Foley were supporting Iemma knowing that in doing 
so, they faced a significant political risk themselves. By the end of 
the year, Bitar was desperate for a holiday. On Boxing Day he and 
his wife Joanna flew north to Byron Bay and checked in to the 
exclusive Pepper’s Salt Resort on the Tweed Coast, a ritzy sub- 
tropical retreat that boasts an ability to soothe the visitor’s material 
concerns with the “healing powers of the nautical air”. 

The next morning, he would have been excused for wanting to 
turn around and go home. When he got to the pool, he couldn’t 
believe his eyes. There in front of him were John Della Bosca and 
his wife Belinda Neal, the new federal MP for Robertson. How odd, 
thought Bitar. But odd became bizarre when he ran into Eric 
Roozendaal and his wife Amanda. They were getting ready to check 
out. Three generations of Labor Party secretaries, representing three 
competing views on the future of the government, found themselves 


uncomfortably sharing shade under the palm trees together. 


CHAPTER 11 


lemma's bête noire 


N JANUARY 16, 2008 Morris Iemma was sitting by a pool 

himself, at a modest Gold Coast apartment complex his wife 
had booked through an on-line Queensland holiday website. Iemma 
was on a two-week break with his family and had wanted to leave 
his state, perhaps kidding himself that nothing bad could happen if 
he wasn’t there. 

Away from Sydney, a clear plan started forming in his mind 
about the year ahead. He would appoint Barrie Unsworth, a 
former premier and former Labor Council boss, to chair his 
consultative reference committee on electricity. Following its 
findings, assuming they were favourable, he would have legislation 
drafted to facilitate it before the Labor state conference, now to 
be held in May. He would be able to implement the political 
strategy he had secretly drafted with Kaiser after winning the 2007 
election. They’d called it “Bullets to Bite”. It was a strategy 
document that outlined the entire four-year program until the next 


election, with billions of dollars in infrastructure projects to 
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rebuild Sydney. It included motorways, metro rail projects, health 
projects and planning reforms. Much of it had been delayed 
because of Rudd’s federal election campaign, and Jemma wanted 
to get it going, needed to get it going. It had never been a part of 
his strategy to pick a fight with the unions. But lemma was 
prepared to stand up to them. Just as importantly, he was 
determined to rebuild his reputation as a popular leader, after a 
year of political scandal after scandal. 

Iemma’s excitement about the year ahead was interrupted when 
his phone rang. “Look, you’d better get on a plane and come back,” 
said Glenn Byres, his communications director. “We are hearing the 
investigation into Koperberg is wrapping up.” 

A train breakdown on the Sydney Harbour Bridge had cut short 
Iemma’s previous family holiday, and he was determined not to ruin 
another for his kids over something he could surely deal with by 
phone. He had a fair degree of confidence that Koperberg was going 
to be cleared by the police; he didn’t need to be back to deal with 
it. However, he knew Koperberg had developed bleeding stomach 
ulcers from the stress of his ordeal, and Iemma was concerned about 
his health. 

Iemma stayed at the Gold Coast, and the following day issued a 
statement that Koperberg was to be reinstated to the ministry 
following advice from the Director of Public Prosecutions that no 
charges would be laid. He refused to take any calls from media. As 
far as he was concerned, the matter was over. 

Three weeks later Koperberg resigned and entered hospital to 


have his ulcers surgically removed. 


THERE WAS no single incident that Iemma could ever put his 
finger on that was responsible for the breakdown in his relationship 
with Mark Arbib, but if he was pushed to name one, it was the 
Gibson-Koperberg drama. Suffice to say that, by the beginning of 
2008, their friendship was over and the friendship Iemma had once 


enjoyed with Bitar was also degenerating. 
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lemma had returned from his holiday intent to make peace with 
Party head office. He delivered on a promise he made before 
Christmas to meet Bitar in the New Year. 

On a Saturday afternoon in late January the two met at the 
Carlton Crest Hotel in Pyrmont, with Iemma’s new chief of staff 
Josh Murray also present. The objective was to work through 
strategies to lift the government’s electoral standing. Iemma and 
Murray weren’t convinced Bitar was serious about the meeting, 
particularly since he had cancelled numerous similar appointments 
with Murray in the past weeks. 

Even so, lemma saw the meeting as useful though his optimism 
fizzled in the weeks that followed when nothing they had discussed 
was implemented. 

Iemma began to develop suspicions that Bitar had turned, and 
confirmed them when Bitar confronted Iemma with some further 
polling he had been conducting over January. Bitar was blunt: he 
told Iemma that his government could never be re-elected with him 
at its helm. 

This was the moment that Iemma says he first realised that the 
dispute over power privatisation was a cover for another agenda: 
to get rid of him. And if Bitar was on board with that plan, to 
Iemma it meant Arbib was too, a serious problem, since Arbib had 
become one of Rudd’s chief political advisors, and he feared how 
this would now play out for his pact with Rudd. 

He tried to convince himself that, as a fellow Labor leader, Rudd 
would continue to back him, considering how Iemma had gone out 
on a limb for him. But by then, the relationship between Iemma, 
Arbib and Bitar had become so toxic that it was clear to lemma his 
war had many fronts. And Iemma traced it back to a single point 


In time. 
ITY HAD been the Wednesday night after his election win in March 


2007. Arbib had called Iemma in an animated state about Paul 


Gibson, who believed he was on a promise of a ministry but Iemma 
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was refusing to put him into Cabinet. There was urgency in the call, 
since caucus was about to meet to rubber-stamp the new ministry 
post-election. 

Adviser Peter Barron had earlier called Iemma to tell him that 
while he didn’t think that Gibson should be in the Cabinet, Arbib 
did, and that he had not seen Arbib in such a state before. 

“Mark has asked me to ring ... ’m not pushing for you to back 
down but it’s really important to him,” he said. “I’m not having a blue 
about it but if there was one thing you wanted to do for him ...” 

Iemma’s answer was short: “No!” 

The morning of the caucus meeting, Iemma was still at home 
when he received a call, from Cherie Burton, the member for 
Kogarah and Arbib’s former fiancée. She was on Iemma’s ticket for 
a Cabinet post. She was calling from her car, driving along the MS 
Fast tunnel in southern Sydney, and in tears told him she was 
pulling out. 

“I can’t do it, it’s my baby, I’m not coping,” she said. “I need 
help; there is a limit to what my husband can do. I haven’t slept for 
so long. I can’t stay in the ministry.” 

Iemma offered to get her support but Burton insisted she was out 
of the race. She told Iemma that it had been entirely her decision. 

Gibson’s elevation that morning due to this fortuitous vacancy 
was one of the shortest ministerial careers on record. 

On Friday afternoon, with his first Cabinet for the new term 
finalised, Iemma snuck off to meet his wife Santina in the city. Their 
kids were at their grandparents’ house. The couple had barely seen 
each other in six weeks, such were the gruelling demands of the 
election campaign. They booked themselves in to a city hotel for the 
weekend and turned off their phones. Surely nothing else could go 
wrong between then and Monday. 

When the Iemmas arrived home on Sunday night, a fax was sitting 
in the tray in his home office, in a front room. It had been sent late 
on Friday night by Mark Aarons, one of his policy advisors and a 


former staff member of Koperberg. It was a letter from Upper House 
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MP Helen Westwood claiming she had witnessed Gibson bashing his 
then partner and Sports Minister, and former wife of Labor Senator 
John Faulkner, Sandra Nori, in 1991. It was a claim that was later 
dismissed by police when they were called in to investigate. 
Westwood and a number of fellow female MPs in the Left, including 
the former president of the NSW Upper House at the time, Meredith 
Burgmann, had been aware of the allegations for years but had been 
content not to raise them while Gibson was a backbencher. They felt 
that his promotion to the ministry warranted Iemma being told. 

Iemma was stupefied. A week into his new premiership and six 
months after Milton Orkopoulos had been charged with 
molestation, he was facing yet another scandal. His obligations as 
an elected official required him to make a notification of the 
complaint. He immediately called Kaiser. 

“I’ve just received a complaint about Gibson. We can’t swear 
him in,” he said. He then called the director general of the Premier's 
Office, Col Gellatly, and notified him of the protected disclosure, 
one which fell under his jurisdiction. That evening, he also spoke to 
Arbib and told him that there was no way he could swear Gibson 
in as a minister the next day. 

Arbib told Iemma that he was right to refer it the police. 

Iemma tried to get some sleep knowing what the following day 
would bring. But he was fuming over Arbib’s insistence that Gibson 
go into the Cabinet in the first place. He believed that the Party 
secretary’s role was to protect the Premier and his office, not expose 
him to potential disasters such as this. 

First thing Monday morning, Gellatly rang Police Commissioner 
Ken Moroney, who was five months away from retirement, and 
reported the allegation. At 10 am, Kaiser called Gibson, who was 
in his electoral office in Blacktown preparing to drive into the city 
to join the other ministers for their swearing in by the Governor at 
Government House. 


“Don’t come in today mate, because you’re not going to be 
sworn in,” said Kaiser. 
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“Don’t joke with me — that’s a sick joke. What are you telling 
me?’ asked Gibson. 

“I’m telling you, someone has made a complaint,” explained 
Kaiser. i 

“Who’s made a complaint,” Gibson demanded to know. “What 
complaint?” 

Kaiser said he was bound by the confidential nature of the 
protected disclosure and couldn’t go into details, but then told him 
the matter had been referred to Moroney and would now be the 
subject of an investigation. “On that basis you are not being sworn 
in, so don’t come in,” he said. 

Gibson was gutted. He suspected he had been set up by 
Koperberg’s allies. The prior Friday, Koperberg had threatened 
Iemma that he would refuse a ministry if he had to sit in a Cabinet 
with Gibson, without saying why, only to be talked down by Iemma 
minutes before the official media announcement. 

The phone rang again and Gibson answered it in the hope that 
it would be Kaiser calling back to say it had all been a prank. But 
it was Tony Kelly, another who was due to be sworn in that 
morning. 

“Gibbo,” he said. “They’ve done a deal that I can go into 
Cabinet but have to resign in six months to make way for someone 
else. What do I do?” 

“Go along with it,” replied Gibson. “And then go and tell them 
to get fucked.” 

After that, lemma and Arbib rarely spoke again. Six weeks later 
Arbib moved in to federal Labor’s national campaign office in Surry 
Hills, where he began work on Rudd’s election campaign. When 
Gibson was eventually cleared by police, lemma refused to return 
him to the ministry, making another enemy for himselt. 

Arbib’s supporters claimed Iemma blew the Gibson saga out of 
proportion and used it, and Arbib, as an excuse for everything that 


went wrong with the NSW government from that moment on. 
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An embarrassment of 
riches 


WE FEDERAL PARLIAMENT preparing to resume in early 
February 2008, Rudd and his treasurer Wayne Swan 
arranged to visit Iemma, cocksure and loaded with cash to discuss 
federal funding for the state’s infrastructure program. 

It was February 8 and Iemma’s cook, Jackie, was preparing 
breakfast in the kitchen on level 39 of GMT, planning for nine 
guests. The spread was extravagant, but then they were the nation’s 
leaders: poached eggs and bacon, salmon hot cakes with a creamy 
cheese and pastries. 

lemma and Costa were waiting when Rudd’s office phoned to 
tell them he had been delayed and wouldn’t be able to see the 
Premier until later in the day. But Swan was still coming. 

Costa joked that Rudd probably cancelled when he found out 
that he, Costa, would be in the meeting. After the first COAG 
meeting in December, Rudd had developed a distinctly negative view 
about Costa, perhaps because he felt Costa didn’t show him due 


deference. Costa made Rudd bristle. And only that morning on 
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radio, Costa had fuelled a war of words with NSW Labor Party 
president Bernie Riordan. Rudd may have seen itasa battleground 
to be avoided. 

While they were waiting for Swan, Iemma asked Costa about 
Riordan. “Did you really offer Bernie your seat?” 

“No, I was only joking,” said Costa. “The bloke can’t even take 
a joke. Instead he takes it seriously and goes and tells everyone, 
thinking it’s true.” 

The rancour between the state government and the Party had 
been elevated to new levels that morning. Costa had declared on 
radio that the government would defy any decision by the May state 
conference to overrule the privatisation policy, and would go ahead 
regardless. 

Costa saw himself as responding to the heat, not firing it. The day 
before, Riordan had gone public on his long-simmering feud with 
Costa. It was an unprecedented step for a Party president to take. 

Riordan, who had always denied any interest in a parliamentary 
career despite being linked to two attempts to gain federal 
preselection, revealed details of a private conversation he had had 
with Costa in which he alleged the Treasurer had confided that he 
planned to quit politics and offer Riordan his Upper House seat. 

“Michael Costa’s never hidden the facts; all he wants is eight 
years in power, get his pension, and then he leaves. One can argue 
he’s trying to improve his résumé,” said Riordan.'® “He encouraged 
me to take his spot as a member of the Upper House.” 

Costa and Riordan claim to be fond of each other but politically 
they are poles apart. For men who express warmth about each 
other, their history of publicly ridiculing each other is peculiar. 

Once, in 2006, when questioned in parliament over his 
relationship with Riordan, Costa roasted him, tongue in cheek, Costa 
says. “The press report today that somehow I am a mate of Bernie 
Riordan’s is complete nonsense,” he had told parliament. “Anyone 
who knows my relationship with Bernie Riordan would realise that 


he could hardly be regarded as my close mate. In fact, he calls me 
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Dracula because I wanted to sell and privatise the energy industry, Of 
all the slurs I have read in newspapers today, the one about my being 
Bernie Riordan’s close mate and doing things for him is probably the 
worst to have been levelled at me in my time in parliament. Bernie 
and I probably disagree on everything relating to politics.” 

It took more than a year but Riordan eventually took his 
revenge. “If Michael wants to leave the Labor Party, I suggest he 
just resigns now and saves us a whole lot of trouble,” he told 
Sydney’s Radio 2GB’s Alan Jones. 

Ignoring the counsel of his media advisors, Costa demanded a 
right of reply from the radio station. As Party president, Riordan 
has a conflict of interest, he said; he is a union official intent on 
bringing down a sitting Labor government. “I can’t deal with 
ideology,” he continued. “The Berlin Wall came down 15 years ago 
and these guys haven’t got used to the fact. They think everything 
should be owned by the government. If they [voters] don’t like what 
we are doing they will vote us out. And that’ll be the ultimate test, 
not a bunch of people that have some ideological obsession with 
public ownership. I’m not going to sit around because I like being 
called treasurer or I like being driven around in a white car.” 

If there had been any doubt before that the war over energy 
policy was as much a battle of egos and personalities within the 
Labor Party as it was about policy, the spat that day confirmed it. 

When Wayne Swan turned up with his chief of staff that morning 
to lemma’s office, he walked smack into the middle of the NSW 
ALP’s family feud. Swan’s primary reason for his trip to Sydney was 
for a separate meeting with the country’s leading economic advisors: 
Reserve Bank Governor Glenn Stevens, federal Treasury Secretary 
Ken Henry, Australian Prudential Regulation Authority Chairman 
John Laker and Australian Securities and Investments Commission 
Chairman Tony D’Aloisio. 

As well as Costa and Iemma, also present were Costa’s and 
lemma’s chiefs of staff and NSW Treasury Secretary John Pierce. 
No one was to mention the war over power. 
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The sale of electricity was only ever intended to provide the seed 
money to get NSW’s infrastructure projects started. lemma and 
Costa knew their projects would also require debt or the assistance 
of the federal government, which had already announced its plans 
for $20 billion of infrastructure — later reduced to $8 billion — for 
tackling congestion in east coast capital cities. 

Swan was bullish about his first budget. It was shaping up to be 
an embarrassment of riches. The federal government needed 
projects to put money into but Swan would not commit to anything. 
Iemma saw his chance to put his case more vigorously when he was 
due to meet Rudd three hous later. 

Before the meeting broke, Costa couldn’t resist giving the new 
federal treasurer some advice on the Reserve Bank and monetary 
policy. “You should be telling your mates in Canberra that the 
problems are on the supply side,” he said. “We need more skilled 
labour from overseas. That’s what you should be telling them. What 
they are doing is fucking NSW and Victoria. They are making the 
wrong judgement.” 

According to Costa, the Reserve Bank had its interest rate 
settings wrong, based on the Taylor Rule, a technical economic 
formula that dictates a neutral interest rate setting in response to 
actual inflation and economic growth. Trying to slow down the 
national economy with higher interest rates also slowed down the 
already creaking economies of NSW and Victoria, he said. “They 
will never slow WA and Queensland while China and India are 
booming. The world has changed and blunt traditional monetary 
policy is useless in this environment.” 

He told Swan to tell Stevens he was an idiot. 

Swan turned to Costa, and said: “You don’t want to come with 


me and help brief them, do you?” 


WHEN IEMMA and his chief of staff Josh Murray arrived in 
Rudd’s office across the street, Rudd’s table had a centre-piece of 


fruit with mango, strawberries, cherries and slices of orange, a 
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cheese platter and a decanter of water. Rudd picked from the 
offerings as Iemma began to brief him on the NSW Government’: 
plans. He had brought with him some rough plans for four major 
projects he was due to take to his Cabinet once the sale of the 
electricity industry was secured. 

As an emblematic gesture of Labor’s grand vision of building 
Australia, Gough Whitlam in the 1970s had funded the construction 
of Westmead Hospital in western Sydney, a Labor heartland. Rudd 
wanted something big there, too. The region was a key to Labor’s 
electoral success. “Have you got anything specifically for western 
Sydney?” he asked. 

Iemma explained the significant traffic congestion Sydney was 
facing, and that it needed a series of rail and road projects to get 
underway as soon as possible. Iemma’s centrepiece was a $10 
billion Paris-style metro rail link between the city and the Sydney’s 
second CBD in the west, Parramatta. The key road projects included 
a $9 billion mega-motorway project which would link the CBD and 
Sydney Airport to the existing M4 motorway. A 20-kilometre series 
of underground tunnels would ease traffic on the busiest road 
corridor in Australia, from Parramatta and Penrith into the city of 
Sydney. It had the working title “the Gateways project”. 

Rudd appeared relaxed about [emma’s political problems over 
privatisation. If he had concerns, Iemma didn’t detect them. Rudd 
was more interested in Iemma’s infrastructure plans. He was 
looking for big-ticket items he could put his name to in the May 
federal budget. 

lemma was encouraged by the meeting. Rudd asked him to 
arrange another meeting in Canberra with more detailed plans. 

Again, Iemma didn’t raise Rudd’s promise; in the context, it 
didn’t seem necessary. Nothing from Rudd’s demeanour or 
enthusiasm for the projects led him to doubt Rudd would break his 
pledge. And in any case, Iemma didn’t need to call on him, not yet. 

Rudd flew back to Canberra later that day with more on his 
mind than the provincial politics of NSW. He had to finish writing 
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his speech to the Stolen Generation, which he was due to deliver the 
following Tuesday. He spent the rest of the weekend at the Lodge 
putting the final touches to the 3,864 words that he would table 
into Australian history. 


IEMMA WAS prone to asking his staff for hourly updates on the 
day’s events. He didn’t like surprises, so when he arrived back in 
his office, he asked his communications director, Byres, if anything 
had happened in his absence seeing Rudd. 

“Well, yes. You could say that,” Byres told him, explaining that 
Costa couldn’t leave the Riordan issue alone. Having described 
Riordan as a “20 watt light globe plugged into a 100 watt socket”, 
Costa had given an interview to The Sydney Morning Herald, to be 
published the next day, in which he goaded officials to expel him 
from the Labor Party. 

“The Premier’s made it clear again, as I make it clear today: the 
government’s going ahead with this,” he told the newspaper. “They 
can pass any resolutions they like. We’re going ahead with it. Can 
we be clearer than that?” he added. “I regret the fact that whatever 
we sell retail for and whatever we lease our generators for is going 
to be less than we would have got 10 years ago, and that money 
could have built new hospitals and schools.” 

Iemma wasn’t happy with Costa, but he also saw it as 
inexcusable for Riordan, a Party president, to publicly call for the 
head of a Labor minister. It was unparalleled in his time in the Party. 
And he was equally annoyed that Bitar, as Party secretary, had failed 
to take action to cool it down. 

But Iemma was starting to pay a high price for Costa’s strident 
negotiating style. He knew he needed Costa if he was going to 
succeed with his plans. He needed a vanguard to push the debate 
hard, yet he also had to show he was prepared to box Costa’s ears 
if he went too far. 

Riordan and Robertson knew how to push Costa’s buttons and 


were succeeding in their attempts to paint Costa as the problem and 
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the principal reason a deal could not be reached between the 
government and the unions. 

Over the weekend, Costa called The Australian’s state political 
reporter, Imre Saluzinszky, to ask a favour. 

“Can you get one of your journos in Canberra to ask Rudd if he 
supports the NSW Government on privatisation? I want to get him 
on the record,” he said. 

On Monday afternoon, Rudd held a media conference ahead of 
parliament’s return. The issue was raised by another reporter. 
“Premier Iemma has my complete support,” said Rudd. “I 
understand how politically problematic it is, but we need to make 
sure that we get proper generating capacity for the state of the 
future. I support Premier Iemma’s direction.” 

But Rudd was cautious about allowing himself to be dragged 
into the quarrel by talk of federal intervention. He knew that a 
meeting of the national executive was due later that month and the 
national secretariat had no intention of allowing the NSW issues to 
come up. 

The general approach from the Party’s national secretary Tim 
Gartrell after Rudd’s election was to advise the Prime Minister to stay 
out of NSW affairs, irrespective of any promise he may have made 
to Iemma. There was no guarantee of a positive outcome for Rudd, 
considering the ideologies of some of the members of the executive. 

Gartrell liked to work on the principles of chaos theory. He had 
told Rudd’s chief of staff, David Epstein, that he thought it prudent 
that Rudd stay out of it; it was a minefield that could blow up in 
their faces. His natural inclination was to keep the federal leader 
well away from the problems of state branches. “It’s not Kevin’s 
problem,” he told Epstein. 

Rudd’s comments to the media conference were deliberate. They 
signalled a possibility, even if he had no intention of making it a 
reality, that he was keeping open the option to use the national 
executive, where his vote would effectively direct the outcome, to 


overturn any vote at the state conference in May against Iemma and 
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Costa. It was the message that was the key: Rudd wanted a 
resolution to the issue before conference. 

That same night Riordan as Labor Party president arrived at a 
Labor branch meeting in Carr’s old seat of Maroubra to address the 
rank and file and report on the electricity debate. He continued in 
his attempts to cast Costa as the villain, whipping up the branch 
members with claims that he “was destroying the Party”. Sitting at 
the back of the meeting was the redoubtable 78-year-old former 
NSW Upper House president and elder statesmen of the Labor 
Party, Johnno Johnson. 

Johnson phoned Carr at home. “You better get down here. 
Bernie is causing trouble,” Johnson warned him. 

Within minutes Carr burst into the meeting and took the floor. 
“Bernie I’m warning you, don’t push this to the ultimate,” he 
cautioned. “Don’t take on a good Labor government.” Carr was 
unimpressed that Riordan had taken the fight to his branches. 
“Electricity will be privatised,” he continued, “either by a Labor 
government, or by a Liberal government elected because Labor can't 
do the sorts of things the public expects it to do.” 

At the end of the week, Iemma flew to Canberra with Josh 
Murray to see Rudd. He also took his two infrastructure bosses, 
Professor David Richmond and Peter Duncan with him. 
Richmond and Duncan had prepared glossy brochures of the 
projects they were seeking to build, and more detail about 
structure and costing. 

When the four arrived, Rudd and Swan were sitting in chinos 
and open neck shirts. lemma wondered whether Rudd ever took off 
his RM Williams boots or just slipped different pants on over the 
top each day. It was the end of the sitting week and Parliament 
House had emptied as its inhabitants took shuttles out of the capital 
back to their electorates. Rudd and Swan appeared keen to get out 
of Canberra as well. They only had an hour. A tray of sandwiches 
and orange juice was brought in. Rudd had Epstein and his senior 


economic advisor, 38-year-old Pradeep Philip, with him. 
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Rudd told them that the budget surplus was looking very 
healthy. Swan said they were predicting a record $20 billion cash 
pool. Iemma’s team got the distinct impression Rudd and Swan 
were desperate to find projects to spend it on rather be pressured 
into handing it back in tax cuts. 

“The budget is in good shape,” said Rudd. “The terms of trade 
are in our favour and we want to invest in economic infrastructure. 
We've basically got a problem: we have too much cash and we want 
to start getting it out. We want projects we can put cash into 
immediately.” 

Iemma and Richmond went through the road-and-rail projects 
again, those Iemma had raised briefly during his February 8 meeting 
with Rudd, but this time in detail. Iemma became suspicious when 
Swan pulled him up as he began talking about a rail project for 
north-west Sydney, a $12 billion metro system to the North West 
Liberal suburbs of Sydney. Swan said he wasn’t too interested in 
that project. 

lemma wasn’t aware that Costa, after learning Iemma was seeing 
Rudd, had called Swan. Swan and Costa got on well and had a 
personal rapport. Costa was no fan of the project as he thought it 
would service mainly safe Liberal seats at the expense of more 
congested Labor seats in the west, and would never justify its expense 
as a Paris-style metro system with the low passenger figures being 
forecast. He agreed that it could be feasible at around half the distance 
proposed but not the full length of the project, costed at around $15 
billion. For Iemma, however, it stacked up. And it had been promised 
by Carr, and never delivered. lemma saw it as a symbolic project that 
went to the heart of the issue of trust with the Labor government. To 
abandon it would have had wide ramifications politically, not just for 
the residents of north-west Sydney. It too became an icon of Labor’s 

repeated failures to deliver infrastructure. Subtly, Costa told Swan that 
he thought the Western Metro should be the priority. 

As the meeting wrapped up, Rudd pulled Iemma aside and they 
went into his office to be alone. Rudd asked him about the problems 
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he was having with the unions over power privatisation — 
specifically, renewed calls for an earlier special conference to be held 
before May to strike it out. 

“We've avoided a special conference... we are working hard for 
a deal,” said Iemma. Then he added: “If we don’t get there, there’s 
no doubt what the result will be.” 

Rudd reassured him: “We will get it done.” 

Iemma was left with the impression that his deal he’d made with 
Rudd in September was still solid. Rudd gave no indication that he 
was wavering or concerned about the fight ahead. He appeared 
focused on the projects that he could start getting action on. “Look, 
give me time to settle in,” Rudd told Iemma, “and we will do this. 
We will do big things in infrastructure, together.” 

Federal Treasury secretary Ken Henry had already been 
authorised by Rudd to begin planning with NSW Treasury secretary 
John Pierce on a funding model for a joint federal-state package. It 
was important that it remained confidential, as Rudd worried he 
could have problems with the other states if he was seen to be 
favouring NSW. Henry agreed to a funding proposal around a 
model that would see the federal government contribute between 
$1.2 billion and $1.8 billion a year for the next 8 to 10 years. 

Rudd told Iemma that he expected the first instalment could be 
quarantined from the May budget. “We will get a funding model 
which will make you happy,” he said, “and we might be able to do 
a special one-off to get something going.” 

Iemma wanted to be clear about what he was asking. “So you 
understand, we have got our own sources of funding,” Iemma told 
Rudd. “We are not asking for a free ride.” Confidence was building 
in the belief that, regardless of what the unions did, lemma and 


Costa would prevail. 
COSTA REFUSED use of ministerial cars, preferring to drive 


himself around. Physically he was one of the more recognisable 


figures in NSW politics, so he would wear dark glasses and a 
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baseball cap to hide his identity. At around 8.30 am on February 
26, Costa was in his Toyota Prado 4WD driving along Macquarie 
Street, Sydney and spotted union officials assembling for a rally 
they’d planned outside Parliament House, to protest against the 
privatisation. 

The protestors didn’t recognise Costa as he drove by, not until 
he leaned out the window and gave them a provocative wave. He 
was smiling, knowing that none of the public sector employees 
would be getting paid for taking the day off work. Iemma’s office 
had sent out a memo the week before giving permission to 
government employees to attend the rally but confirming they 
would have their pay docked if they did. 

Leading the protest that day, which had swelled to 4,000 by mid- 
morning, was John Robertson’s deputy, Matt Thistlethwaite. 
Robertson had been warned by Bitar and Foley that he needed to 
step back from publicly attacking the government if he wanted to 
secure a deal over privatisation or if he was at all ever interested in 
becoming a member of parliament. “We need a fix on this,” Foley 
had told him. “And if you are out chopping up the government in 
the media every day, you are going to find it harder to do a deal 
when you come to sit in a room with these people to reach a 
compromise. Pull back and let someone else take the campaign to 
Iemma.” Robertson had resisted the temptation to repeat the 2001 
blockade of parliament over WorkCover, when the unions prevented 
MPs from entering the House. 

For Iemma, the protest provided intelligence, or at least 
confirmation, of which MPs in his caucus he might expect to cross 
the floor and vote against privatisation when he tabled the legislation. 
Leading the march were 15 Upper and Lower House MPs. 
Predictably most were from the Left. More importantly, only two — 
Paul Gibson and Grant McBride — were from the Right. The Left MPs 
were Alan Ashton, David Borger, Robert Coombs, Sonya Hornery, 
Kerry Hickey, Paul Pearce, Matthew Morris, Mick Veitch, Ian West, 

Helen Westwood, Penny Sharpe, Peter Primrose and Lynda Voltz. 
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This was more than symbolic. The reality of lemma and Costa’s 
plans was that, unless they were both expelled from the Labor Party, 
a conference vote against them could not in itself stop the 
privatisation. The only thing that could prevent it going ahead was 
if the parliament refused to pass the required legislation. More than 
half the MPs in the protest were from the Upper House, where the 
government had never enjoyed a majority and relied on either the 
Greens or the combined forces of two Christian Democrats and the 
Shooters Party for passage of their bills. It was these Labor left-wing 
Upper House MPs who posed the most significant threat to lemma 
and Costa’s plans. They would come under the most extreme 
pressure later over which took priority, the Party rules or the 
principle of caucus solidarity. 

On February 21, former federal leader Mark Latham wrote an 
opinion piece in The Australian Financial Review warning lemma 
that unless he stared down the Party he would be cast into political 


ignominy. 


Twenty-five years after the Keating reforms commenced, the longest 
serving Labor administration in the country faces a dogfight with 
the union movement to implement this principle. This is the 
problem with the modern Labor Party. Its local branches are an 
empty shell dominated by ethnic stacking and rorting. Its decision- 
making conferences are heavily stage managed with economic 
throwbacks like Riordan controlling big blocs of union based 
numbers. Many of its MPs live in fear of these factional strongmen 
and kowtow to their demands. This makes the task of micro- 
economic reform difficult, especially at a state level. 

In parts of the NSW ALP, Iemma is known as “Sleepy”, a 
nickname reflecting the do-nothing nature of his administration. If 
he fails on electricity privatisation he may as well join US presidents 
Calvin Coolidge and Ronald Reagan in enjoying a good kip in his 
office each day. The chance for meaningful contribution to 


economic reform in Australia will have passed him by. 
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AS IF the NSW ALP didn’t have enough problems, the end of 
February brought with it not just a change of season but another 
unexpected scandal. Two weeks of corruption hearings into the 
activities of Wollongong Council publicly exposed the dark underbelly 
of the system of political donations funding the Labor Party’s election 
campaigns, a system shared by the Liberal and National Parties. 

On February 18, the NSW Independent Commission Against 
Corruption (ICAC) had commenced 12 days of public hearings into 
what at first appeared to be a locally-contained corruption issue 
over allegations involving the council’s town planner, four Labor 
councillors, a group of local developers and lurid tales of sex-for- 
development-approvals. By the end of its inquiry, ICAC made 
findings of corrupt conduct against 10 people, although not against 
all of those originally named. The inquiry became widely seen as a 
study into a culture of Labor mates, political donations and 
developer favours. But by then, this had become more than a local 

Issue: some of those ICAC made findings against either had links 
-back to the state government, had worked for it or were associates 
of senior ministers. 

The case was impossible to ignore, not only by Iemma but also 
by Rudd, who had already flagged his intentions to reform political 
campaign funding. It was another blow to the Labor brand in NSW. 

lemma announced that he would embark on the most 
comprehensive reforms to political donations and party campaign 
financing ever undertaken. He proposed a return to public financing 
of election campaigns and an end to developer donations. 

The effects of his reform were almost immediate, and were 
financially devastating for the Party. Developers walked away from 
the NSW ALP and took their cheque books with them, severing the 
second largest pool of money flowing into the Party’s coffers after 
the hotels, pubs and clubs. But Iemma believed it was essential to 
restore public confidence in Labor governments. 

Luke Foley later admitted that the Party had been irreparably 
damaged by the airing of its dirty laundry during the Wollongong 
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inquiry. He said many Labor MPs had got it into their heads that 
raising funds for the Party was part of their job and that the bigger 
the bucket, the greater the political reward. “We ought not to 
tolerate a culture where there’s even a perception that bringing in 
the dollars for the Party will get you ahead within the ranks of your 
political party,” he said.” 

The glaring omission from the reforms, however, and one eagerly 
raised by the Liberal and National parties, was the annual 
contribution of millions of dollars that the unions made in order to 
be affiliated with the ALP. The unions thus had more sway over 


Labor policy than developers would have dreamed possible. 


105 





CHAPTER 13 





Nathan who? 


HEN BARRIE UNSWORTH, chairman of Iemma’s 

consultative reference committee on electricity, sat down to 
type a letter on March 7, he knew what the implications were. “Dear 
Premier Iemma,” he began. What followed ensured that Unsworth 
too would be drafted into the war within the NSW Labor Party. 

“Overall I am confident that the NSW Government’s strategy 
to secure the State’s electricity supply meets the 12 criteria,” he 
wrote, “subject to the government addressing and implementing 
the recommendations contained in the Impact Statement. The 
Strategy should proceed in the best interests of the citizens of 
NSW.” 

Unsworth had never been entirely comfortable with the principle 
of privatisation but he put his personal concerns aside when he 
agreed to head the consultative reference committee to investigate 
the social impacts of the government’s policy and its orthodoxy in 
the context of Party policy on privatisation of public assets and 
businesses. He was resigned to the inevitability that he would now 
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also be cast as a villain by the movement he once served and led. 


Looking back on it, he told me: 


From the outset of the committee deliberations, the trade union 
representatives indicated their opposition to the government 
proposals and subsequently did not support the report or its 
recommendations. 

In the course of the work of the committee I privately met with 
key trade union representatives Bernie Riordan and John Robertson 
to seek a solution to their position of opposition. 

Riordan sought the inclusion of certain consumer protections, 
which were adopted, however Robertson was just opposed on 
outdated ideological positions. It is worth noting that there were very 
few members of Riordan’s union, the ETU affected as the bulk of 
industry workers some 77.5% were engaged in distribution. This fact 
did not impact on Riordan, who subsequently involved his unaffected 


membership in the campaign of opposition to the government. 


Iemma had established Unsworth’s committee to determine the 
procedures he would have to go through to conform to the Party’s 
policy platform and provide recommendations from a social impact 
study. Unsworth’s committee members included the executive 
director of the Uniting Church in Australia, Reverend Harry 
Herbert; the head of the Total Environment Centre, Jeff Angel; as 
well as the director general of the Office of Premier and Cabinet, 
Robyn Kruk, and the coordinator general, David Richmond, as well 
as union representatives. The non-union majority concluded that 
lemma and Costa had satisfied all the conditions to meet the Labor 
Party’s policy platform. 

They also recommended that the government consider a public 
float on the stock exchange along the lines of Telstra as a way of 
meeting competition policy, by creating a new public listed company 
that would control a bundled, or vertically integrated, entity 


comprising one of the three generators with one of the three 
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retailers. The remaining two bundled “gentailers” would be eithe- 
floated or disposed of through trade sales. The report had gone 
further than Costa’s compromise option of leasing the generators 
rather than selling them. 

A further recommendation was a “no disconnections policy” to 
be applied for residential consumers to address consumer protection 
concerns under a privatised industry. Shares in the publicly listed 
entity would be offered to unions, workers and the power industry 
superannuation funds. 

Predictably, the trade union representatives on the committee — 
Matt Thistlethwaite, Ben Kruse and Steve Turner — issued a 
dissenting report. The same Monday night, the Party’s 
administrative committee met, having already delayed its scheduled 
meeting for three days to wait for the report. It voted to refer the 
report to the finance and economics committee, with its contents to 
be debated at state conference. The United Services Union, which 
represented the electricity retail workers, immediately wrote to all 
NSW MPs demanding to know if they intended to oppose the plan 
and requiring their response within seven days. An almost identical 

letter was posted later by Unions NSW to all MPs reminding them 
of “The Pledge” they took on becoming members of the NSW ALP. 
That pledge read: 


I hereby pledge myself to comply with the Rules of the Australian 
Labor Party (NSW Branch), and without in any way limiting the 
generality of the foregoing pledge myself as a condition of 
membership to comply with Rule A.9 (a) of the said Rules. I further 
pledge that I will actively support the Constitution, Platform and 
Principles of the Australian Labor Party including the democratic 
socialisation of industry, production, distribution and exchange, to 
the extent necessary to eliminate the exploitation and other anti- 
social features in these fields; the pursuit of social justice and 
equality in all areas of human endeavour. I also commit and assist 


in the return of endorsed ALP candidates. 
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The hostility emerging between the SPLP and the Party machine 
was evident in a letter one MP, Richard Amery penned back. He 
was so affronted at being lectured to by the unions about his 
obligations as a Labor MP, Amery used a computer instead of his 
Imperial typewriter: “Until any of the critics can come up with a 
better proposition to secure the State’s electricity needs, while 
keeping so much of the industry in public ownership, I will continue 
to support the government’s proposal.” 

As soon as the Unsworth report was released, Iemma and Costa 
turned their minds to the drafting of the bills they would take to 
parliament. There were to be two separate pieces of legislation. The 
first were enabling laws that would be broad in scope and effectively 
allow the government the options of a trade sale, a public float or 
leasing. The second set of bills was designed to legislate for the 
worker protections, the price regulations and the establishment of 
a green energy fund. 

Costa’s preference was to introduce the legislation before state 
conference, which would mean the government could proceed 
regardless of the outcome, although Iemma was still holding out 
hope that they could reach a deal with Robertson and Riordan. In 
trying to push through legislation before a deal had been reached, 
they would leave themselves vulnerable to accusations that they had 
broken the spirit of the negotiations. It might also backtire. 

Weeks earlier, on February 24 at the Annual General Meeting of 
the Left held at the Liquor Hospitality and Miscellaneous workers 
Union building in Chinatown, Foley had told left-wing MPs that 
they would be protected by the Party head office if they crossed the 
floor and voted against the government should it try to introduce 
legislation before May. Details of what was said at the meeting were 
leaked to The Sydney Morning Herald. 

“A commitment was given that no legislation would be 
introduced prior to the Party conference,” Foley was reported to 
have said. “If privatisation legislation is introduced prior to the 


conference, then MPs would be within their rights to tell caucus that 
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they would not vote for it when it came before parliament ”1 
Riordan later made a similar commitment to all MPs, not just the 
Left. The Party machine, which up until then had attempted to take 
a neutral stance, had officially taken sides. 


IT WAS becoming Iemma’s Ides of March. Behind the scenes, Arbib, 
Bitar and Foley had already begun planning for a new emperor. 
Bitar went to see Iemma again and told him that the polling was not 
tracking well. “It’s not you, it’s everyone, and everything,” he told 
him. “It’s the whole government.” But privately, Bitar believed that 
Iemma was unelectable, even though an election was another three 
years away. 

To Iemma the proposition was absurd. To take a single snapshot 
in time to predict the outcome of a distant election was meaningless. 
And considering the problems they were encountering, it was hardly 
surprising. 

How many times had that happened to John Howard, only for 
him to keep winning? And even Carr. 

Surely, Iemma thought, Bitar would know that. 


THE TRUE power at the heart of the Labor Party machine resides 1n 
the third drawer down in a desk in its Sussex Street offices. That 1s 
where, legend has it, the Party’s mysterious polling research documents 
are kept. Few ever get to see the contents; most are only ever told the 
results. Even premiers rarely get to see the written reports, so they can 
never be confident they are being told the truth, or whether the results 
are contrived to help deliver a political outcome. 

Party secretary Bitar’s conclusion from his focus group work 
between January and March was a tale of horror. Unsurprisingly, 
considering the scandals, not a single minister in the lemma 
government was regarded as being capable of taking Labor to 
another election victory. 

According to the handful of demographically-selected voters who 
chose to spend a Tuesday night with a man and his clipboard giving 
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an honest assessment of the state’s politicians, all of Michael Costa, 
Eric Roozendaal, Frank Sartor, Reba Meagher, Joe Tripodi, Kevin 
Greene and John Della Bosca were considered toxic. The results 
were so bad that Bitar wanted them all dumped. With three years 
of repair work possible for the next election, immediate dramatic 
action could make a difference. 

The real blow for Bitar and Foley was that, for the first time, 
John Watkins showed up on the bad radar, too. Shiny Shoes, as they 
used to call him (for his “class favourite” demeanour), had until 
then been regarded as the most popular member of the Cabinet. His 
patrician air and gentle manner were vote winners with the 
conservative middle class. But problems in transport — and T-Card 
— had evidently dragged him down with the others. 

“We have a real problem,” said Foley when he and Bitar tried to 
work out who was left standing. “Where do we go from here?” 

Based on the focus group work, there was not a single member 
of the Right who was electable. And the two in the Left who were 
considered worthy — Watkins and Carmel Tebbutt — didn’t want 
to be elected. Foley’s insistent approaches to Tebbutt, the wife of 
his mate and factional leader Anthony Albanese, bore no fruit. She 
had left the Cabinet to spend more time with their son and she 
intended to stick to that. It would have to be someone else from the 
Left — a “clean skin”. 

For the Party leadership to see that the only feasible option was 
from the minority faction was a damning indictment on just how 
deep the NSW Right had slipped into the quagmire. 

Rudd had proven that hunger was vital in politics. He proved it 
in his battle for leadership over Kim Beazley and again, as leader, 
against John Howard. Rudd would have run through brick walls to 
get the job he now relished, remarked a senior party official. 

One with a similar quest was Nathan Rees, a former garbage 
collector from western Sydney, and former Iemma staffer, who had 
been in parliament for just 12 months, a man cruelly derided as 
“Mark Latham with freckles”. 
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Rees was a focus group incongruity. He was less unpopular than 
everybody else mainly because no one had ever heard of him. It was 
a feeble and potentially dangerous premise to pin the hopes of the 
government on. And it was demonstrative of the mentality of the 


Party machine that it could create a leader rather than have a 
natural one emerge. 


REES HAD an Olympian obsession with physical fitness. In the 
years before he moved closer to the city, into the inner city middle 
class suburb of Marrickville, he would claim to ride a pushbike 80 
kilometres every day from his home in the lower Blue Mountains 
to his work in Sydney’s CBD. 

He got his first job in government in 1995, as a 26-year-old, 
with the then left-wing deputy NSW Premier, Andrew Refshauge, 
in the same office as his mother had worked. She would 
never have forgiven him had he not joined the Labor Party as a 
member of the Left. But Rees was a man of contradictions. In 
many respects he was a closed book. For instance, he kept it a 
closely guarded secret that he suffered a mild form of petit mal 
epilepsy, which he had managed to keep at bay for more than 
four years without an attack. What he did let people know was 
he had worked as a garbage collector and an apprentice green 
keeper while studying at night to earn an Arts degree majoring in 
English literature. He also had a reputation for being ruthlessly 
hard on bureaucrats when working as Iemma’s health advisor. 
And he had a temper. Yet he was easily moved by tales of 
personal hardship. 

In the early days, before everything went horribly wrong for 
Rees, his supporters described him as the “real deal”, a man whose 
ambition was equalled by his compassion, a true son of the Left. 
His mother once proudly boasted of her son’s refusal to wear a 
school uniform. “Nah, I can’t do that,” she said he’d told her. 
“Some kids can’t afford school uniforms, so Pm not wearing mine.” 


He had also withheld from his mother the news that he had been 
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made captain of Northmead Boys’ High School, as if he were 
embarrassed by achievement. !? 

Foley and Rees, both from hard-left, had become close mates 
through their factional bias and the bitter experience of taking on 
the Ferguson clan over Rees’s preselection for the seat of 
Toongabbie in Sydney’s west. He owed his seat to both Foley and 
lemma who had stared down federal Labor MP Laurie Ferguson, 
factional leader of the soft Left, when Ferguson tried to block Rees 
using his branch numbers in the seat to swing behind a union mate. 
And Foley had been instrumental in turning Arbib around on Rees. 
But in the greatest irony, it was the national executive that 
intervened to endorse Rees, on Iemma’s request. 

When they weren’t wistfully plotting for the day the Left would 
eventually rule the world, Foley and Rees liked to lunch at the 
Celestial Chinese Restaurant in Bligh Street, Sydney, where the carp 
mindlessly circled around a pond intended to evoke the biblical 
Garden of Eden. It was at one of their regular lunches there in early 
March 2008 that Foley, acting with an authorisation from Bitar, 
casually brought up with Rees the issue of leadership. No offer was 
made, no deal was discussed; they were just two mates shooting the 
breeze. As far as Foley was concerned, there was no agenda to 
install Rees as the leader in 2008; he would need time to develop. 
But his intention was to have Rees ready to contest the next election 
in 2011. And it was only judicious to have a replacement ready, in 
case lemma fell under the proverbial bus. 

These were critical discussions. Although Foley maintained at the 
time that it was only succession planning, it was clear in Bitar’s 
mind that it might come to more than that. 

The first person inside Iemma’s caucus whom Bitar had 
approached was John Della Bosca. Bitar asked if he had any 
thoughts on what would happen if Iemma went, and asked what he 


thought of Rees. 


“You have to be joking,” said Della Bosca. “Why are you talking 
about Nathan Rees? 
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“Well if Morris falls over ...” 

“Yeah, but Rees? Who is he? He’s nobody. You are kidding me, 
aren’t you?” 

Della Bosca was considered one the most successful former Party 
secretaries in the NSW branch, and a master strategist. He too had 
often been talked about as a potential premier. He dismissed Bitar’s 
approach as a bad joke but knew that the mere fact that he had 
called meant Rees was being seriously thought about. 

A week later Bitar called him again. This time he was more 
insistent, saying that Della Bosca should consider just how desperate 
the situation was becoming. They didn’t know what would happen 
at state conference. The unions were already calling for lemma’s 
head. Anything could happen and they had to be prepared. “You’re 
a senior person, mate ... this is going to go bad,” said Bitar. “ You’ve 
got to think about this.” 

Della Bosca, however, refused to engage him. He was also 
affronted that he wasn’t being considered as a possibility to replace 
Iemma. After all, he was one of the most experienced hands in 
Cabinet and was widely considered as having the potential to do 
the job. “This really is a joke,” he said. “I mean, when did being 
premier become an amateur sport? Morris might have some faults 
but he has been around and he knows the game. He has just won 
an election, for Christ’s sake. We can get him through this.” 

Bitar wouldn’t budge: “Yeah, yeah, we know all that but this 
bloke is dead, mate ... you have to wake up to that or you'll be 
liable as well if this all goes down.” 

Della Bosca was mindful that Rees, like himself and Costa, had 
gone straight into a ministry on entering parliament. But unlike 
them, Rees hadn’t earned his stripes as a former Party boss or union 
leader. He was a former policy advisor. And he had only just turned 
40. And Rees also came with baggage. He had worked as Milton 
Orkopoulos’s chief of staff up until a couple of months before the 
member for Swansea was arrested on November 7, 2006, for 


sexually assaulting under-aged boys and supplying them with 
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heroin. Orkopoulos was convicted by Newcastle District Court on 
March 14, 2008 on 28 charges of having sexual intercourse with 
three boys and supplying drugs. Rees gave both Bitar and Foley his 
assurance that he was completely oblivious to Orkopoulos’s 
behaviour. Like MPs who shared the same floor as the minister and 
regularly socialised with him, the news had come as a shock to Rees. 
But that would not stop the Opposition from later trying to 
discredit him for merely having worked for him, as if that was a 
smear in itself. Della Bosca told Bitar that if they insisted on going 
with someone from the Left, they should at least pick someone with 
experience. If it wasn’t going to be Della Bosca himself, keeping the 
leadership in the Right, his preference would have been Tebbutt. 

On March 4, Arbib called Della Bosca and asked him why he 
was dismissing Bitar’s thinking on Rees. “Karl has been trying to 
negotiate with you over this Rees thing ... you just won’t listen,” 
he said. 

Della Bosca was inclined to take Arbib more seriously but he was 
still not willing to seriously entertain Rees. “I don’t know what you 
are talking about ... I thought he was joking,” Della Bosca replied. 

The two former Party bosses agreed they’d meet at the Four 
Seasons Hotel at the lower end of George Street near Circular Quay 
after a caucus meeting scheduled to finish at around midday, and 
the Upper House not sitting until 2.30 pm. 

At the hotel, Arbib went through all the reasons why he thought 
Iemma had to go. He admitted it wasn’t just about electricity; 1t was 
about the litany of problems that had plagued and continued to 
infect the state government. 

The list was depressing. The fallout from the Wollongong 
Council scandal was still raining down upon them; there were two 
special commissions of inquiry into both the health system and the 
Department of Community Services; there was the collapse of T- 
Card and there were domestic violence allegations against ministers. 
Such was the frequency and extent of scandal that the media was 


asking whether there could be constitutional grounds for the NSW 
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Governor to dismiss the government before the expiry of its four- 
year fixed term in office. But the short answer was no. 

“But this is just the stuff of politics,” argued Della Bosca. “They 
are the issues you have to handle as leader. You can’t just say the 
leader is dead!” 

lemma wasn’t the only one in Arbib’s sights. He had lobbied 
lemma in 2006 not to give Costa the treasurer’s role. If lemma was 
to go, it was likely the treasurer’s job would also be up for grabs 
and Della Bosca knew he would be the most likely candidate to 
replace him. 

“And what’s going to happen with Michael?” asked Della Bosca. 

“Costa has got to go,” said Arbib. 

As Della Bosca rattled off half the names in the senior Cabinet, 
Arbib confirmed they all had to go as well. He suspected that his 
own name was probably on head office’s list but that he wasn’t 
being told. , 

“Look, why aren’t you taking Karl seriously?” Arbib persisted. 
“This has got to happen.” 

The officials’ ability to makes changes to a Cabinet or the 
leadership was limited to how much they could influence the way 
MPs voted in a caucus ballot. In the “good old days”, under the 
strong stewardship of the NSW Right, the Centre Unity MPs would 
take their cue from the Party secretary, with the implied threat that, 
while the MPs may have the power to choose the premier, the Party 
machine picks the MPs. 

Arbib’s dilution of the Right’s absolute authority in the Party 
machine, however, had allowed Obeid and Tripodi to emerge as 
competing powerbrokers in the faction, through the command of 
the largest bloc of votes in the caucus, the Terrigals. It was they who 
aoli aiii decide who would go and who would not. And 
Obeid and Tripodi were backing Iemma. They liked to market 
themselves as Iemma’s gatekeepers. And up to a point that’s what 


they were. oe 
Besieged, and aware of the potential for betrayal within his own 


116 


———_— 


NATHAN WHO? 


ranks, Iemma was drawing his strength from those he could trust: 
Roozendaal, Watkins, Greene, Meagher and his old university 
friend Barbara Perry. He even had support from some of the Left in 
his Cabinet, such as the former ALP President Linda Burney. And 
Costa was rock solid. But Della Bosca did not come without 
influence in the Right caucus. He represented a small group of right- 
wing MPs who were resentful of Obeid and Tripodi’s influence. For 
head office, the only way to wrest control of the situation, to restore 
Sussex Street’s dominance over the parliamentary Party, was to 
divide and conquer. 

Della Bosca returned to his parliamentary office looking 
bewildered. His chief of staff, Andrew Plumley, was at his desk. “I 
have just had the oddest conversation I’ve ever had in politics,” said 
Della Bosca, telling Plumley about his meeting with Arbib. 

“Nathan Rees? Gee, I don’t really know anything about him. He 
seems OK,” said Plumley. 

A conspiracy ceases to be a conspiracy when the target becomes 
aware of it. No one could be sure that a plot was being hatched by 
Arbib and Bitar to depose Iemma in April 2008, but to a growing 
number of people it certainly began to look like it. 

Bitar’s first formal approach to Nathan Rees was by phone in 
the first week of April. Bitar said he wanted to meet, which made 
Rees nervous. 

“If Morris goes, we want you to take it on,” said Bitar. 

“Stop. Stop. Does the Premier know we are having this 
discussion?” asked Rees. “I am not having this discussion until I’m 
satisfied that he knows you and | are speaking. 

“No, no, it’s just about succession. Morris knows.” 

“Well, if you’re looking for someone to move against Morris find 
someone else.” 

Rees’s name had been raised in the typical discussions that the 
political wing of the Party would have with premiers about 
leadership succession. As in the theatre, it was deemed irresponsible 


to be without an understudy. Iemma knew that Rees was in the mix 
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as a potential candidate. But his preference was always for Reba 
Meagher to be his successor, hence promoting her to Health. And 
if something happened to her, lemma thought the next in line would 
be the equally young and capable 39-year-old American-born 
Kristina Keneally, whose greatest claim to fame so far was that she 
had attended the same school as Tom Cruise’s actress wife Katie 
Holmes. And she was the niece-in-law of Australian author Thomas 
Keneally. 

But Iemma had certainly not sanctioned formal discussions with 
anyone. He had no intention of leaving. He and his wife Santina 
had a five-year plan that they had agreed after winning the 2007 
election. Iemma would stay to contest another election before 
handing over the reins some time into the following term. He would 
be staying until at least 2012. 

As every good leader does, Iemma had his spies. Iemma called 
Rees and invited him for a chat a couple of weeks before the state 
conference. He told Rees he should not speak at the conference on 
the debate over power. He didn’t want him to be showered by the 
fallout that lemma knew would descend on all of them afterwards. 
He offered to protect Rees. And then he offered some advice. 

“You’ve got a bright future ahead of you and one day, when the 
natural course of events is played out, you may well be there,” he 


said. “But you can be sure of one thing: I’m not going anywhere. 
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The troubled Trot 


STATUE OF a small naked boy stands staring out over the 
balcony of the Costa family pool blithely squirting water into 


the pool below from a plastic penis. Hanging on the wall above the 
a dedication to 





statue is a plaque — Rudd stimulates fiscally 
Kevin Rudd’s $900 stimulus payments sent to taxpayers as part of 
the federal response to the global financial crisis. 

Michael Costa spent most of his wife Deb’s stimulus money on 
the statue. “That’s how economically ridiculous | thought it was,” 
he says. “It was the equivalent of pissing taxpayers’ money against 
the wall.” 

The fact that Costa and Rudd didn’t see eye to eye on most 
things became increasingly evident during the second meeting of 
COAG on March 26, in Adelaide. Costa was already in a belligerent 
mood when he and Jemma arrived for the leaders’ dinner the night 
before at a winery in the Adelaide Hills. It started when a waiter 
informed him there was no Coke Zero. Costa hadn’t drunk alcohol 


tor 10 years, once he discovered that self-medication was no answer 
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to manic depression. But he also hated the pomposity of such 
events, and his byzantine personality prevented him ever admitting 
he was having a good time, even when he was. They were all 
“wankers”, he told his advisors. 

Rudd got a taste of Costa’s ability to speak his mind when he 
walked over to greet him and Iemma. Costa, as most often was his 
custom, was dressed in black: black shirt, black suit and small 
rectangular, black-rimmed glasses which emphasised the hairless 
olive dome that encased his bright but complex brain. 

Arbib had once tried to push Costa to conform by sending him 
the Party’s image maker. Costa kicked her out of his office, as he 
had done previously with the speech therapist Bob Carr 
recommended to new members of the Cabinet. He was not going 
to be told how to dress by anyone, or how to round out his vowels. 
And he felt a delicious irony when a newspaper voted him the best 
dressed politician in NSW. 

“How are you two going?” Rudd smiled. 

“How the fuck do you think we are going, when you’re trying 
to rip $200 million out of our budget?” Costa snapped back. 

Rudd was shocked. He was still unaccustomed to Costa’s 
manner. 

“IT come over to say hello and I get abused,” he said, and turned 
away. 

Iemma didn’t know whether to laugh or feign disapproval. 
“Bloody hell, you’ve fucked us now,” he joked. “That will cost us 
a couple of hundred million.” 

Costa didn’t like Rudd. He thought him prissy, even more so 
when he later heard a rumour that Rudd’s staff would demand a 
private Porta-loo for their boss when he was attending functions in 
remote areas. 

But unlike most, who would keep their views to themselves, 
Costa couldn’t help appearing rude. It seemed to be more a problem 
of the workings of his inner monologue than malice or ill-will. He 


simply felt compelled to say it how he saw it. All the same, the brief 
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encounter set the tone for the COAG meeting to start the next day, 
and a new set of problems between Canberra and NSW. 

One of the key issues for the six-hour meeting, the first ever to 
be held in Adelaide, was the rollout of another of Rudd’s election 
promises: to provide a laptop computer for every high school 
student in the country. The concern wasn’t simply that some of the 
states, such as NSW, had already rolled out similar programs. 
Computers in schools were considered old news. NSW was now 
also looking at more advanced teaching aids such as interactive 
electronic white boards. Rudd’s policy wasn’t fully funded, either. 
The federal government pledged to give the states brand new $400 
laptops, but the states would have to foot the bill to install and run 
them, estimated at an extra $300 per laptop. Costa quickly worked 
out that NSW would have to find another $200 to $300 million 
from its own capital budget to implement a federal policy that NSW 
did not need. 

At breakfast the following morning in the Hyatt Hotel’s dining 
room, Costa was at the bain-marie, plate in hand, when a posse of 
state premiers and treasurers approached him to ask if he would 
tackle Rudd about the issue during the meeting. Too timid to take 
Rudd on themselves, they wanted Costa to be their spear thrower. 

Rudd sidled up to Costa as if to give him a second chance after 
their previous encounter. 

“Pm rooted,” Rudd yawned in an attempt to appear casual and 
relaxed. 

“Well it’s hardly surprising, the whole place is fucked,” Costa 
replied. 

For Rudd it was the last straw, and in the critical meeting later 
that day, would pull Costa into line after a terse exchange over the 
Computers In Schools program. 

Costa always made his points well in COAG meetings. He 
understood the fiscal and funding issues better than most in the 
room, which made it difficult for others to argue with him. Costa 


had complained that for the states to pay for the licensing of 
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software, for the power sockets to plug them in and for the power 
to keep them on was unacceptable. He insisted that many of the 
costs Rudd was asking the premiers to pay for, such as Computers 
in Schools, were not in the spirit of COAG, but were to fund Rudd’s 
election promises at the expense of the real needs of the states. 

For Costa, a key problem with Rudd’s policy promises was that 
the federal government didn’t do the service delivery, the states did. 
So for the “education revolution”, the states would have to pay the 
plug-in costs. The logistics were also a significant budget issue for 
NSW, in particular, as the state was heading towards its first budget 
deficit in a decade due to the collapse in property taxes. 

It became obvious to everyone present that Costa thought little 
of Rudd; and, equally, that Rudd’s impatience with the troublesome 
treasurer was growing rapidly. 

Costa wouldn’t let drop the computer rollout funding issue, 
telling Rudd, in front of the other premiers and treasurers, “This is 
your election commitment, not ours. We shouldn’t have to pay for 
your commitment.” 

Rudd snapped back that all reasonable costs would be met by 
the Commonwealth and he accused the states of double-counting in 
their -estimates of the costs of installing the computers. Costa 
reminded Rudd, and the others present, that Rudd would be going 
to an election before NSW and that he would be the one 
accountable if it failed. 

Rudd’s defence, in part, was it was all about “swings and 
roundabouts”, yet another Ruddism that Costa added to his list for 
his own, and others’ amusement. He would ensure the states got 
compensated for the shortfalls on the computers policy via other 
generous funding through COAG. 

The COAG meeting reached agreement on a range of other 
issues, including the immediate injection of $1 billion for the states’ 
hospital systems. 

But it ended with NSW refusing to fund the rollout of Computers 


in Schools without an agreement on the cost to its own budget. 


122 





THE TROUBLED TROT 


What the media outside the room was hearing was that NSW was 
the problem, and was wilfully delaying the roll-out. 

Within days of returning to Sydney, Iemma received a call from 
the Deputy Prime Minister and Education Minister Julia Gillard, 
who wanted to break the impasse. While the two got on well, 
lemma wasn’t going to be pushed into delivering Rudd’s political 
agenda at the expense of his own budget. “I’m not going to sign up 
to this until these problems are fixed,” Iemma told Gillard, who 
assured him that they were working on an outcome. 

For Rudd, NSW was becoming less of an irritation and more of 
a curse. With Costa holding the purse strings, there was little 
prospect that, unlike some of the other states, NSW would roll over 
for the federal Labor leader any longer. Rudd took matters into his 
own hands and phoned Iemma. He was fuming as he was under 
considerable pressure to make good on his election commitments. 

“Pve told this to Julia. We have an issue with it,” said Iemma. 
“But I’m told they are getting resolved.” 

Rudd then brought up Costa. “You’re going to have to do 
something about him.” 


MICHAEL COSTA was born in 1956 of Greek Cypriot immigrant 
parents in the blue-collar NSW steel town of Newcastle, where his 
father worked long hours at the mills. 

Costa still lives in the area, in the Hunter Valley, and his home 
resembles his restless mind, every nook and cranny occupied with 
a thought, an idea or a memory. As guests walk up the steps, they 
find dozens of toy rubber snakes scattered around the verandah. 
Costa says they are a deterrent to real snakes, and birds. The 
interior is littered with his three-year-old daughter’s toys. Hanging 
on the living-room wall, is a frightening portrait — of Costa. He 
says he paid its $4,000 price tag so it would never be hung in public, 
thus sparing him the indignity of knowing others could see it. 
Family photos, including his two children from a previous marriage, 


take up much of the other available wall space. The kitchen is just 
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as crammed, and something is always cooking. No one ever leaves 
the Costa home hungry, physically or intellectually. 

His bookshelf says most about him, with extensive volumes on 
or by Ronald Reagan and Winston Churchill, Proust, the 
existentialists and a curious blend of spy novels, which appear 
incongruous for a politician who prefers evidence to fantasy. He and 
his family share their 100 acres with cows, horses and a cat called 
Dribbles that thinks it’s a dog. An aluminium shed houses his 
Triumph Bonneville motorcycle and a trailer he built himself, On a 
telegraph pole out front still hangs a poster protesting the power 
privatisation, stapled into the wood by the ETU. 

His second wife, Deb, is a psychology graduate who worked for 
Costa after he entered parliament in 2001. When a relationship 
started developing, Costa asked Roozendaal to take her on in his 
office, and when they married, she left to become a school 
counsellor. 

Costa could never be accused of being a romantic, not as a 
philosopher and certainly not in the popular sense of the word. The 
closest he came to a tender public gesture was to call an early 
adjournment to the proceedings of the Upper House on his wedding 
day, so he and some of his colleagues could get to the church on 
time. In keeping with his existential hard man image, he jokes that 
he “only married Deb because I thought I’d get cheap counselling. 
It turned out to be a very expensive error. 1I would have been better 
off paying a doctor directly.” 

Costa claims to have come to representative politics by accident. 
But, unlike many, he ultimately left at a time of his choosing. During 
his political career, he wore many labels: eccentric, intellectual, 
bully, and heretic among them. Even madman, an insult which 
prompted him to reveal that he had been treated for many years for 
bipolar disorder, a condition he believes he inherited from his 
mother. He claims he revealed his personal struggle after getting fed 
up with his political opponents backgrounding journalists that he 
was crazy. “I am not ashamed of coming from a family that has had 
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to confront mental illness. The backgrounding was from cowards 
and intellectual lightweights that didn’t have the capacity to 
confront my political views directly,” he says. 

The fact that he was different dawned on Costa at a young age. 
He needed little sleep and was prone to bouts of intense energy and 
creativity. To help out his parents, he would work from before 
sunrise at the fish markets before school and would end the day as 
a kitchen hand. He welcomed physical labour and his first real job 
was as a rigger at Sydney’s Garden Island naval yards where he 
joined the Federated Ironworkers’ Association. At night, he studied 
economics and philosophy at Sydney University. 

Costa made for a troubled and troublesome Trotskyite. As a 
teenager, sour experiences with racism catapulted him to the Left. 
He joined the Socialist Workers Party (SWP) in the 1970s but found 
himself in constant conflict with its Stalinist elements on issues such 
as Palestine, the Soviet invasion of Afghanistan and their support of 
Cambodian tyrant Pol Pot. He couldn’t stand their mindless 
adherence to dogma, especially when he saw it conflict with his 
most basic principle, human dignity. 

Costa’s metamorphosis from communist to economic 
conservative took somewhat less time than the 10-year grace given 
in the quote often misattributed to British wartime leader Winston 
Churchill, a man he would have liked to have modelled himself on: 
“If you are not a socialist by the time you are 25, you have no heart. 
If you are still a socialist by the time you are 35, you have no head.” 

When Costa joined the NSW Right of the ALP, he hadn’t 
resigned his membership of the SWP, but that wasn’t for long. The 
story goes that it was Peter Costello, former Liberal Treasurer and 
a fellow traveller in the Right in his youth, another man Costa had 
rubbed up the wrong way, who dobbed him in to the Labor Council 
secretary at the time, Michael Easson. Easson later, realising Costa’s 
worth, recruited him into the Labor Council and re-admitted him 
into the Labor Party. By 1998, at 41, Costa became one of 


Australia’s most powerful union bosses when he replaced Easson’s 
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successor Peter Sams, as secretary of the NSW Labor Council. In 


the manner so familiar to his friends, Costa boasted that he was the 


first “wog” to head the union movement. 

One of his tasks as a reforming union leader was to help rewrite 
policy for the Labor Council and the NSW ALP on the options for 
privatisation of the publicly-owned electricity industry. A decade 
later, as Treasurer, he convinced lemma to adopt that policy, 
setting the scene for their political demise. 

“The only reason I actually stayed in the Labor Party was 
because Keating proved you could be economically rational and still 
be a member,” he has said. 

Costa’s shift from the Left to the Right brought with it 
recriminations. The Left were good haters and often showed more 
hostility towards defectors than towards their enemies on the 
conservative side of politics. He was constantly maligned because 
of his free-market reformist philosophies and scapegoated by the 
Left as the personification of the Right’s extremes. They tried to 
paint him as a conservative. 


SO 


“Firstly, and get this, I’m not a conservative — far from it,” he 
says. “I believe that societies and economies evolve through the 
process of creative destruction. My political evolution is simple to 
explain: I confused the ends and means. The ends are basically the 
same: I still believe in increasing prosperity for all; however, the 
means are clearer: rather than redistributing a static amount of 
wealth it is much better to grow the economy and create the 
Opportunity for people to participate in wealth creation. Where I 
differ from narrow market fundamentalists is that I support a 
limited and targeted social safety net.” 

Costa also hated the greens. In what he’d intended as an attack 
on the Howard government, but was taken as an insult to the Left, 
he criticised palaeontologist Tim Flannery, who had successfully 
remodelled himself as a climate scientist with his theories on the 
extinction of mega-fauna in Australia. When John Howard named 


Flannery as Australian of the Year in 2007, Costa, in parliament, 


126 





THE TROUBLED TROT 


called Flannery an idiot, putting on record his own climate change 
scepticism, 

He claimed that taking on the Greens in question time was his 
form of recreational sport. When asked a question about the 
government’s desalination plant, he told parliament”: “When the 
drought was at its worst, I kept saying, ‘It will rain.’ But the Greens 
and idiots like Tim Flannery said, ‘It will never rain.’” 

Nationals MP Melinda Pavey interjected: “He is the Australian 
of the Year!” 

Costa replied: “You made him Australian of the Year, not me! 
Well, it has started to rain and now they are saying that it is going 
to rain forever. These people do not understand climate cycles. 
When it comes to the climate they are alarmists and cannot see 
beyond the end of their noses. They create division, panic and fear 
so that they can rustle up a few naive people to vote for them at 
election time. Climate changes!” 

Costa’s eco-blasphemy infuriated not just the Greens but the 
Labor Left, who lived in fear of the Greens’ electoral muscle in the 
inner Sydney seats of Marrickville and Balmain, seats tenuously held 
by the Left’s Carmell Tebbutt and Verity Firth. But most of all they 
hated Costa because he used to be one of theirs. 

Like Keating, Costa’s idea was to challenge the entrenched ideas 
of the Labor Party’s industrial wing. He had support among many 
members of the labour movement such as Bill Shorten, the former 
AWU boss and now a parliamentary secretary in the Rudd 
government, who once described Costa as something to be 
marvelled at — a free-thinking pragmatic unionist. 

These days it is hard to find evidence of the Trot in Costa, other 
than in material relics of his early union days, such as a replica of a 
19th century locomotive bell and his AFLUE certificate of honour. 
They sit with contrasting pride in his office alongside a picture of 
Ronald Reagan and the Austin Powers character Dr Evil with his 
little finger pressed to his lip in a parody of Costa himself and a 
homage to the extremes of capitalism. 
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Once more unto the 
breach, dear friends 


pr KEATING SAYS he was invisible when he was president 
of the New South Wales Labor Party between 1979 and 1983. 
In those days, he worked out the Party’s problems behind closed 
doors, not out on a public stage like a poor man’s Macbeth. 

“My job was to keep Wran in government. I tried to run the 
conferences as smoothly as possible and be as reasonable to the 
factional interests as possible,” he says. “To give [Graham] 
Richardson his due, he held the same view ... as did Della Bosca. 
As in, seen and not heard. The real problems were resolved 
internally, out of sight. When issues would arise ... the Party would 
try and solve those problems. This has changed ... now the Party is 
impressing itself, or a faction of the Party is impressing itself, on the 
government ... and the government now dances to the Party’s tune 
rather than the other way around. This is not a winning formula.” 

As the inevitability of a defeat at state conference loomed for 
lemma in the final weeks before May, he phoned Keating to ask a 


tavour. He thought someone of Keating’s authority, and brutal 
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persuasiveness, might be able to talk sense into Robertson and 
Riordan, | 

“The Premier asked me if I would see both of them to talk to 
them about their objections and their arguments,” says Keating. 
“When I went to see them there were no arguments ... Riordan had 
a hazy communitarian view that governments should own things. 
The other bloke said something would be worked out ... of course 
nothing got worked out. In the end those opposed to it didn’t have 
one solid argument against it.” 

Keating was also chairman of Lazard Carnegie Wylie, an 
investment bank the NSW government had selected to advise it on 
options for a public float and trade sale of the electricity assets. 
Sussex Street and the Party’s then custodians tried to discredit 
Keating by privately backgrounding journalists that he had a 
conflict of interest. 

Keating had made no secret of his support either for the 
privatisation proposal, or his firm’s commercial involvement. Nor 
did he believe that, in opposing it on the grounds of outdated 
ideology, Robertson and Riordan were acting in the interests of the 
Labor Party. To him, they were tearing down the very ramparts that 
had held the Party together. It didn’t take Keating long to decide 
that there was little prospect of brokering a deal with the unions. 
They could hardly have been less interested. 

On the last sitting day of parliament before the conference, a 
final round-table meeting was held in Iemma’s GMT office. lemma, 
Costa, Macdonald, Tripodi, Riordan, Robertson, Bastian, Turner 
and Kruse were all present. Bernie Riordan had brought his own 
ideas to the table. He wanted to be able to say that the unions 
would own something: a joint venture, which Riordan proceeded 
to sketch on a paper napkin. Iemma said it simply wouldn’t work. 

John Robertson also had ideas of his own, which Iemma believed 
exposed him as a cheap populist. Minutes into the meeting, the 
leader of the NSW trade union movement turned to Costa and 


admitted that he had no strategy to deal with the crisis, apart from 
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a loose idea to do with a joint-venture proposal between the unions 
and the government. In other words, 50 per cent would remain in 
public ownership and the rest would be sold to union super funds. 

“Look, I know what we are proposing doesn’t stack up — 
financially, economically or politically,” he said. “And I know you 
two know this stuff better than me, but we are here for a fix. Just 
change your package in some way, so we can go out there and save 
face.” 

“Well, what do you want?” asked Iemma. “A 10-year price 
guarantee? A doubling of the $40,000 payments to the workers, 
boosting the green fund?” 

“I don’t fucking know,” said Robertson. “Just do something, 
change something, because this is about saving face. I don’t know 
what to do, you two come up with something.” 

Iemma, whose patience was wearing thin considering how many 
times the leftist players had twisted and folded within the reasonable 
boundaries of what was financially viable, told him bluntly that it 
wouldn’t work. The market would not accept it. There was no point 
coming to a deal that would deliver no net monetary benefit to the 
State. 

Robertson ended the exchange by using a Telstra analogy. “Do 
some of the generators now and the rest after the election,” he said. 

Suddenly, Costa was interested. Staggering the sale would be 
feasible because it would suit their time scale anyway. “So, you are 
saying we announce the full package now but stagger the sale until 
after the election?” 

“No, announce some now and, with a wink and a nod, do the 
rest after the election,” Robertson replied. 

Costa and Iemma looked at each other and chuckled. They 
thought it was a joke. There was no way they could announce half 
a package and expect the market to take them on trust that they 
would do the rest after an election. They may not even be in 
government after the next election. 


The meeting, to no one’s surprise, ended as badly as any before 
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it. All parties walked away empty-handed. There was no agreement, 
no common ground and a complete lack of trust on both sides as 
to whether a deal had ever been there to be brokered. Robertson 
was resigned to a fight on the floor of conference, and it was a fight 


he was in no doubt he would win. 


IT WAS with false hope that, on the afternoon of Monday April 28, 
lemma welcomed Karl Bitar into his office. Bitar and Mark Arbib 
had met earlier in the day with Robertson and Riordan, and had 
got them to agree to a five-point plan based on a worker 
protections, a green fund and price regulation, as well as an IPO for 
at least one of the businesses in which the industry super funds 
would claim a stake. 

Arbib was only weeks away from being sworn in as a federal 
senator and Bitar was facing re-election at the conference as the 
Party’s general secretary. And both were coming under pressure 
from Rudd to do something. 

Two weeks out from the conference, Rudd was getting seriously 
worried. Arbib and Albanese were telling his office that things were 
getting out of control in NSW. Fix this, or Pm not going to 
conference, Rudd warned them. 

Rudd was scheduled to address the conference the day after 
Iemma was listed to speak. It was to be his first speech to a forum 
of the Party faithful since becoming Prime Minister and he didn’t 
want to walk into the middle of a political firestorm. He sought a 
guarantee from Arbib and Bitar that it wouldn’t turn sour for him. 

On Monday afternoon, Iemma and Bitar agreed to the five-point 
plan. 

When Bitar left, lemma rang Costa and told him that, finally, 
they might have a deal. It was the breakthrough they had lost hope 
of achieving. And while the limited IPO was not ideal, it was 
something Costa said he could live with for the sake of an 


agreement. lemma told him to call Riordan and work through how 
they would proceed. 
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That same afternoon, lemma had invited Unsworth in for 4 
meeting. He had asked him if he would speak in favour of the plan 
at the conference, since he expected Robertson to put a motion to 
the conference, not only to reject the Unsworth report, but to vote 
down the privatisation proposal.The report was critical and Iemma 
needed Unsworth’s stature within the Party to present it. 

Unsworth agreed, even though he hadn’t been a delegate to 
conference for 10 years and it was 20 years since he’d last taken the 
microphone. 

When Unsworth walked through the glass revolving-door out of 
GMT into a blustery Philip Street, he ran straight into Arbib. 

“What are you doing here?” Arbib asked him, clearly surprised. 

“Pye been up to see Morris. He wants me to speak at 
conference,” Unsworth replied. “I’ve got to go down and see Kar! 
... He will have to arrange for me to be put on the speakers’ list — 
not to participate in the debate but to deliver the report.” 

“Oh,” said Arbib, and raced off. 

For three days, Unsworth left messages for Bitar but they were 
not returned. He eventually rang Riordan to vent his frustrations. 
He knew something was up. It was only when speaking with 
Riordan did it dawn on him that the real game may have been to 
stitch up Iemma and that electricity had little to do with it. 

“You are Party president and this bloke isn’t taking my calls,” 
Unsworth bellowed at Riordan. “I’m going to deliver this report 
because the Premier has asked me to. Now you get on to Bitar, and 
tell him to pick up the bloody phone.” 

That afternoon Bitar did call back, and told Unsworth he had no 
problem with him delivering the report. 

Unsworth says he had little doubt that Arbib had called Bitar 
immediately after their chance encounter and advised Bitar to avoid 
his calls. 

“Premier Iemma asked me to present the report to conference,” 
he recently recalled, “and to my surprise I had to seek the 


intervention of Party president Riordan to have Party secretary Karl 
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Bitar return my phone calls and agree to my participation. In this 
regard I believe that he was acting on the advice of his predecessor, 
Mark Arbib, to whom I had advised the Premier’s request to me.” 

Unsworth may have only started to twig to another agenda, but 
Costa was in no doubt that Arbib and Bitar were up to something. 
He suspected that Rudd had told them to go and fix it and that they 
were just going through the motions, making it appear as though 
they were the ones trying to prevent war. After speaking to lemma 
that Monday night, Costa agreed to call Riordan. “I don’t know 
about this,” he said to Iemma. “I'll call him but I don’t trust them. 
We have already agreed to do this stuff.” 

After six months of negotiations, without agreement being 
reached on the fundamental elements, Costa didn’t believe that the 
unions were going to abandon their claims to ideology and roll over 
at the eleventh hour. Nevertheless he and Riordan arranged to meet 
the next morning in Costa’s office, where they would sign a draft 
Memorandum of Understanding between the government and the 
unions on the five principles. 

At 10.00 am on Tuesday April 29, Iemma found Costa pacing 
around his office in a wildly agitated state. A Cabinet meeting was 
due to start and Iemma wanted to know how the meeting with 
Riordan had gone. 

“What’s wrong? We’ve got good news haven’t we, we've got a 
deal, right?” Iemma asked him. 

“He has just texted me and said he’s not coming,” said Costa. 

“What! Why?” 

“I don’t know. He hasn’t given a reason. He won’t return my 
calls.” 

“What the fuck did you say to him?” asked Iemma. “Did you 
get stuck into him?” 

“No, I didn’t,” Costa insisted. “I don’t know what’s going on. 
He won’t pick up the phone.” 

Iemma then ordered Costa to stay in his office, get back on the 


phone and keep trying to get hold of Riordan while he went upstairs 
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to chair the Cabinet meeting. The meeting could not be delayed, 
“Just call me as soon as you hear from him,” said lemma. 

Riordan didn’t ring back, nor was he coming. He was driving 
down the Hume Highway on his way to Canberra to see the Prime 
Minister. 

While Arbib and Bitar were telling Rudd’s office that Costa was 
the problem, Rudd was sufficiently in the picture to know that he 
wasn’t the sole culprit, that Riordan and Robertson were also part 
of the problem. Riordan had been invited to the Lodge for dinner 
with Rudd that night, though the venue was later changed to the 
prime minister’s office. Rudd’s intention was to impress upon 
Riordan how important it was for the unions and the government 
to “smoke the peace pipe” before conference. 

Rudd had already spoken to Riordan once about the issue. It was 
in a phone call in March. Riordan was sitting in the NSW 
Parliament House lobby waiting to see Iemma. Rudd asked him 
then if there was any prospect of a compromise being reached on 
privatisation. 

“It’s unlikely,” Riordan said then. 

And he told Rudd the same thing that night in Canberra. Rudd 
was finding it hard to comprehend that Riordan was unwilling to 
help. 

“We are dealing with a donkey,” he told his staff after the 
meeting. 

His frustration was borne out the following day in an interview 


he gave on Sydney radio: 


[ have been absolutely clear in my support for Premier Iemma and I 
do not back away from that one bit. This is a very difficult 
negotiation and what I have encouraged all sides of this argument 
to do is try and find a reasonable compromise through this. But 
what I have said to both sides to this deeply felt dispute is that they 
need to find and try a way through this. Whether they do or not, I 


don’t know. It’s very difficult and the positions are very entrenched 
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and as you know in NSW the politics are usually very colourful. I 
would be encouraging everyone to take a deep breath and try and 


find a way up the middle of this.?! 


lemma had been trying to get hold of Rudd for the prior two 
weeks but every time he tried, he was blocked by David Epstein, 
Rudd’s chief of staff. It was clear Rudd was avoiding him, making 
Rudd’s remarks that he had spoken to both sides ridiculous. “He 
hasn’t spoken to me,” he told an advisor after being briefed on the 
interview. 

On April 30, calls started rolling in to Iemma from nervous MPs 
claiming that Party head office was threatening that their 
preselections would be put at risk if they backed Iemma. Two MPs 
— the member for Camden, Geoff Corrigan, and the member for 
Penrith, Karyn Paluzzano — rang Iemma to pledge their support 
but wanted assurances they would be protected from head office 
retribution. 

“Look, I know it’s going to be tough, and there will be 
pressure,” Iemma told them. “But I’m asking you to stick with it, 
stick with the caucus decision. Ill look after you.” 

The drama reached a new and absurd low when the Alexandria 
branch of the ALP in south Sydney made a formal charge to Party 
head office that lemma be suspended from the ALP for disloyal 
conduct. The charge was dismissed. 

But it didn’t stop. The following day Unions NSW was ordered 
to remove an effigy of Costa from its website, one that had him 
drawn in the cross-hairs of a gunsight and calling on members to 
storm his Newcastle office. By Thursday evening, both sides were 


entering the final hours of the Labor Party’s equivalent of the Cuban 
Missile Crisis. 


A FINAL attempt at a resolution came at 6 pm on May 1 in 
lemma’s GMT office. No one believed anything would be achieved 


through another meeting but he went through the motions all the 
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same. This time it was just the key players: lemma, Costa, 
Macdonald, Robertson, the AMWU’s Paul Bastian and Riordan, 

Macdonald and Della Bosca had wanted the entire plan delayed, 
They had come up with a new argument that the government 
should hold off on everything because of the uncertainty created by 
the Ross Garnaut climate change review and the impact of any 
future emissions trading scheme on the sale value. But Costa had 
already extracted assurances from Swan that the power generators 
would be compensated through the issue of free carbon permits. He 
dismissed their concerns as delaying tactics. 

Della Bosca and Macdonald’s original idea of an IPO was raised. 
lemma and Costa said they would agree to it. But instead of only 
doing an IPO for one vertically-integrated business, they would also 
proceed with the leasing model for the other two generators. Costa 
had leaked the idea to The Daily Telegraph. 

Robertson had come up again with a joint venture solution — a 
50-50 split between the government and the unions on the sale — 
but offered no detail as to how it would work. 

“It’s all too late anyway,” he said. “The [conference] delegates 
won't wear it.” 

“Yeah, that’s because you’ve whipped them all up,” Iemma 
snapped back. 

As he looked across at Robertson, Costa recalled a conversation 
he’d had with him only three weeks earlier, when Costa had been 
called up to Obeid’s office during the second parliamentary sitting 
week of April. Robertson was in the room when he arrived and was 
complaining that he had been painted into a corner. He needed 
something he could take away from the negotiations, something 
that gave the unions the appearance of victory. 

“You guys just want me to eat a shit sandwich,” said Robertson. 
“I can’t sign up to this, lIl look stupid.” 

“Mate, that’s your job, you’re head of the Labor Council,” replied 
Costa. “Morris has bent over backwards to accommodate you, 


against my advice. He has given you everything you have asked for.” 
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THAT NIGHT, May 1, Iemma arrived home exhausted. He knew 
that in 36 hours, he would have to face 800 screaming union and 
Party delegates at Darling Harbour for the NSW Labor State 
Conference. He also knew the outcome: he would be defeated. 

“I think it’s over,” he told his wife. 

“What are you talking about?” she asked. 

“Well, we don’t have a deal and it’s gonna go down at 
conference.” 

The Party officers had always underestimated Santina lemma. 
They assumed that, as a doting housewife, she would be happy to 
see her husband chuck it all in and spend more time with the kids. 
But they misjudged her completely. 

Two weeks earlier, leaving her husband slumped in a lounge- 
room chair, she had walked into the kitchen, picked up his mobile 
phone from the benchtop and called Bitar. 

“What’s going on Karl?” she asked, catching him completely 
unguarded. 

He told her that Iemma needed to remember his roots, where he 
came from, the Labor traditions. 

“Well you’re head office, he is the Premier. Shouldn’t you be 
supporting him?” she asked. 

“He just needs to back down, Santina,” replied Bitar. 

“He is not backing down. You should be supporting him. And 
you should be out there advertising, telling people about the good 
stuff he has done.” 

“We don’t have the money for that.” 

She then asked Bitar if he thought the privatisation policy was 
good policy. 

But he sidestepped the question. “It’s not that simple Santina.” 

“Well, he is not backing down,” she repeated. “He thinks he is 
doing the right thing for the state. And you should be backing 
him.” 

“But don’t you want Morris back at home, with the kids ... this 
might be a good time for him to go? 
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“No,” she said. “I want him to finish what he started.” She hing 
up in anger, lemma had overheard her and walked into the kitchen 
“Who was that?” he asked. 

“Karl.” 

“Scully?” 

“No, Bitar,” she replied. 

The past year had been tough on their family but she would not 
countenance her husband giving up. She told him that she wanted 
him to keep going, and go down fighting if necessary, but not to 


give in. lemma was touched. She was his greatest fan. 


LATE IN the afternoon of Friday May 2, Iemma, Santina and Justin 
Kelly were the last ones left in the office at GMT. They had been 
working on his speech for most of the day before moving into the 
conference room next door to his office. 

lemma had been attending state conferences for 31 years, as a 
minister, an MP, a delegate and an observer. He was accustomed to 
the acoustics and the theatre of the Victorian-era Sydney Town Hall, 
where conference had traditionally been held. But that year, the 
conference was to play out in the steel and carpeted auditorium of 
the Darling Harbour Convention and Exhibition Centre. And he 
was nervous about it. 

Santina and Kelly, pretending to be delegates, listened to the 
Premier as he rehearsed his lines in front of them. It was a great 
speech, stirring, they thought — one of his best. Despite Iemma’s 
view of Robertson, he had included an acknowledgement of 
Robertson’s contributions to the labour movement. It was the right 
thing for a Labor premier to do, he thought. It was also the 
recognition that Rudd had omitted from his victory speech, 
something lemma knew Robertson had been sore about. 

lemma took a break and headed back into his office to calm 
himself. When Eric Roozendaal walked in, he saw a man darkened 
by the events that were consuming him. 


“How’s it going?” Roozendaal asked lightly. 
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“It’s all fucked,” said lemma. “There are two options: we can let 
Bernie and Robbo take over and run NSW or we fight on.” 
Roozendaal was taken aback when Iemma told him that there 
was no way he would entertain the first option. He had assumed 
the Premier would buckle to the will of the conference and drop the 
plans altogether. But he told Iemma that he would have his support. 
Justin Kelly was next to enter. He asked Iemma if he was OK. 
“I don’t know if I’m going to survive as premier tomorrow ... it 
will get very rough and I don’t know if we’ll be able to hang on,” 


he told Kelly. 
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Rebel with a cause 


NLY A MAN possessed would show up willingly to his own 

execution. Morris Iemma admits that he mustered every ounce 
of courage and every word of advice he could recall to steel himself 
for the NSW Labor State Conference on May 3, 2008, knowing it 
could be his last. 

He remembers former premier Neville Wran telling him about an 
address he gave to the ALP national executive following Labor’s 
federal election loss in 1980 to Malcolm Fraser, following Fraser’s 
scare Campaign against capital gains tax. “What sort of headache 
would you want to wake up with the morning after an election ...?” 
Wran had put to them. “|The headache] that says how the fuck do 
we pay for these promises; or the headache of a loser: fuck, we lost 
yet again but jeez at least we were economically responsible?” There 
was no doubt which headache Wran preferred. His advice to Iemma, 
as he prepared to take on his first election for the seat of Hurstville 
in 1991, had been: “Run, run as hard as you can ... run like there is 


no tomorrow.” Wran was saying; if you are going to do something, 
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you'd better make it big and make it worthwhile. You’ve got to give 
‘em hope. 

Defiance and stubbornness were hard-wired into Iemma’s 
circuitry. He had inherited them from his father. To Iemma, his 
background still matters. 

Giuseppe Iemma, a supporter of the Italian Communist Party 
and a member of a post-war Diaspora, arrived in Sydney with his 
wife Maria in 1960. Like many southern European immigrants, he 
was drawn politically to the Australian Labor Party, which had then 
only just begun to recover from the Great Split of 1955, following 
a decade-long internal war between the Catholic Groupers and the 
Socialist Left. Giuseppe had waged his own battles with the Catholic 
Church before he had left his home village of Martone, disgusted at 
what he thought was the senior clergy’s support for remnants of 
Mussolini’s fascists. 

Giuseppe and Maria were both small in stature and shy by 
nature. Giuseppe was a Marxist and secularist and Maria a 
deeply-committed Catholic. He was originally known as Giorgio 
but soon accepted George. He made door handles and tail-light 
frames for Holden cars at a factory in Punchbowl, then worked in 
textile and plastic plants, before becoming a machinist on the 
printing presses of Rupert Murdoch’s Daily Mirror. Maria worked 
as a seamstress in the rag trade sweatshops of Surry Hills and 
Lakemba in the 1960s and 70s. George worked double shifts to 
save money so the family could move from Glebe to the new 
suburbs where they would build their first house with a shed for 
making wine (or rocket fuel, as Iemma liked to describe it). They 
spoke very little English. 

Morris lemma was born 12 months after his parents arrived in 
Australia, on July 21, 1961, the year John F Kennedy was elected 
President of the United States and Robert Menzies was returned for 
a sixth time as Prime Minister of Australia. He remained their only 
child, after a brother Joseph and two sisters Beatrice and Sylvana 
all tragically died at birth. 


141 





BETRAYAL 


lemma remembers the nightly discussions around the dinner 
table about his parents’ woes at work, which often involved conflict 
and injury. George would regularly come home and recount another 
gruesome story of a mate getting his fingers or hand caught in a 
press machine or a lathe. His mother had similar stories of women 
being pushed to breaking point to meet impossible quotas of sleeves, 
pockets and collars, working in chook-pen conditions in clothing 
factories in Sussex Street, leaving a generation of blue-collar migrant 
women with life-lasting and debilitating injuries. 

“T was on school holidays and I went to see dad at work and saw 
he and his mates sitting out on a lawn in front of the factory,” he 
recalls. “There was a dispute over their working conditions and 
entitlements. And I wanted to know what it was all about. I started 
asking questions.” He was 14 years old. 

As soon as he was old enough, two years later in 1977, he joined 
the Labor Party. He says that when his father’s plant shut down in 
1982, he and George hopped in the car and drove up and down 
Commercial Road in Kingsgrove, doorknocking factory after 
factory looking for a job until George finally found one as a 
machinist at an electrical component manufacturer. 

“It wasn’t just the unfairness of losing a job. I thought it was an 
injustice. It caused me to have moments of anger and bitterness 
about being caught up in that cycle,” he says. Iemma joined the 
Banks chapter of Young Labor in 1984, along with his mate Paul 
Mountford, the son of the federal member for Banks, John 
Mountford. It was a year after the Right had taken over the tiny 
branch. At 23, he considered the Labor Left to be a middle-class 
movement steeped in hypocrisy. At least the Right didn’t pretend to 
be something it wasn’t, thought Iemma, even if the Left regarded 
them as uncultured thugs. 

He attended only one meeting of the ALP club at university. 
When it descended into a shouting match over abortion, gay rights, 
Chile, Cuba and denouncing the US, he decided university politics 


wasn’t for him and never returned. There was little relevant there 
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tor the son of an Italian immigrant scratching a living from the 
tactory-room floors of Sydney’s industrial museums. 

But in the spring years of Iemma’s political education, the NSW 
Young Labor Right was a rabble. lemma, Mountford and another 
friend David Tierney, a staffer in Senator Graham Richardon’s office 
and a member of the Northern Beaches Young Labor branch, made 
a pact to help revive the conservative faction across western Sydney. 
So they undertook a covert guerrilla campaign against the Left. 
Their efforts had all the hallmarks of Keating’s raids on the Left in 
the late 1960s, when he, Bob Carr and Laurie Brereton were friends 
in Young Labor and saw Whitlam as their hope of revitalising Labor 
under the Right. 

Iemma and Tierney started with what, in those days, was 
considered a sophisticated and scientific analysis of the Young 
Labor Right’s voting patterns and registrations. lemma’s conclusion 
was that the Young Labor Right was grossly under-represented 
throughout the unions, perplexing considering that the right-wing 
unions were the backbone of the senior faction’s strength at the 
annual Labor conference. Iemma’s and Tierney’s activity, and early 
successes, came to the attention of the Centre Unity officials when, 
within the space of two years, they had taken the Banks branch 
from a membership of about 12 to more than 200. As a result, 
Iemma and his mates from Banks were invited to join the Centre 
Unity caucus. Once in, they quickly made an alliance with the 
neighbouring Blaxland members from Keating’s branch and began 
to develop a formidable network of likeminded young men and 
women. 

Centre Unity’s Young Labor division then included a generation 
of future state and federal Labor MPs and ministers such as 
Roozendaal, John Hatzistergos and Belinda Neal. For years, Centre 
Unity had been beaten by the Left at the Young Labor annual 
conference, despite the Right’s dominance at the senior Party level. 
For lemma it was simple mathematics. Under the Party rules, a 


union was entitled to send four delegates to the conference, which 
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to Iemma made the union membership a natural and fertile hunting 
ground to get numbers for the conference. 

In the mid-1980s, before the large union amalgamations, dozens 
of small, obscure unions affiliated to the ALP remained unaffiliated 
to the Young Labor conference. They were ripe for someone as 
industrious as lemma. Within months, he sought and had won new 
members from the the Rubber Workers Union, Plaster Workers, 
Carpenters, Retail Pharmacy Employees, Bread Carters Union, 
Confectioners, Furnishing Trades, Brick Tile and Pottery, Glass 
workers and Pastry Cooks unions. His reputation sky-rocketed 
through the story that he had signed up half a dozen 
telecommunications apprentices while they were working in a pit 
two metres below Victoria Street in Rozelle. lemma had leant down 
into the trench and passed the membership forms down, and they 
passed them back up, signed. Within 10 minutes he had six new 
members after only a glimpse of their blackened faces. 

By 1986, the political entrepreneur had recruited so many new 
members that Centre Unity believed it had the numbers to mount a 
serious challenge to the Left and attempt a takeover of the Young 
Labor Council at its annual conference, scheduled to be held at 
Glebe Town Hall. lemma had also started work as an advisor for 
Graham Richardson, by then a minister in the Hawke Cabinet. 
Richardson, the ‘King Maker’, former Party secretary and numbers 
man for the NSW Right, was born in Kogarah not far from where 
lemma grew up. 

Young Labor conferences are just as internecine and politically 
bloody as the senior Party levels they seek to mimic, if not more so. 
They follow a Darwinian principle. The strongest, smartest and 
most cunning usually make it into senior roles within the Party and 
the parliamentary wing. Young Labor was, and still is, regarded as 
the training ground for political combat within the Labor Party and 
it was viewed as the recruiting ground for aspiring Labor politicians. 

On the day of the Glebe conference the delegates were so 


numerous, mostly due to Iemma’s numbers operation, that they 
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could barely all fit inside the hall. The conference had ballooned 
trom 100 the previous year to more than 500. The Left survived the 
conference, but only just. Its candidate for president was an 
ambitious young operative, Anthony Albanese. 

Albanese was a 25-year-old knockabout from the public housing 
flats in the inner Sydney suburb of Marrickville. He had not reacted 
well to Iemma’s incursions into the previously Left-dominated 
branches and wanted payback for the loss of Banks in 1983. lemma 
expected Albanese to come after him. And he did, one ugly night at 
a Banks Young Labor Association meeting at the Riverwood 
Community Centre. As those present recalled, Albanese strode 
toward the front table where Iemma was sitting with two others, 
and chairing a meeting. Albanese turned up unannounced to 
inspect, and challenge, the attendance records. 

Don Humberstone was the chief security man for a heavy 
metal band associated with the Banks YLA. He was an imposing 
figure, standing at 198 centimetres, and he doubled as the security 
officer for the branch. His job was to guard the attendance book. 
As Albanese attempted to grab the ledger, one of Humberstone’s 
giant hands slammed down on his knuckles. With the other, he 
took a cigarette out of his mouth and held it menacingly above 
Albanese’s hand. “Get your hand off that book or I'll drill you,” 
he snarled. 

Albanese withdrew as Iemma remained seated, staring off after 
them with a hint of mischief in his dark eyes. The failure of the 
Left’s counter-offensive only emboldened Iemma, who went on to 
launch successful takeovers of other neighbouring branches. 

The Left liked to portray the Banks boys as from the ultra-right. 
Iemma saw them as salt-of-the-earth, working-class lads who loved 
Labor, loved heavy metal music and idolised Keating. 

The real trouble for the Right, however, began in the wake of its 
near victory at the 1986 conference. Buoyed by the result, it 
redoubled its recruiting efforts. As more members joined, more were 


invited to sit on the Centre Unity caucus. But as the Right began to 
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grow in mass, apparently complying with the laws of quantum 
physics, it began to split and blow itself apart. 

Within two years, deep divisions had begun to emerge. Factions 
within the faction began to develop along leadership lines. On one 
side was the western Sydney mob represented by Iemma and 
Tierney. On the other were the more affluent eastern suburbs, 
Sydney’s North Shore and inner city branches, led by Belinda Neal, 
Roozendaal and an associated group of political staffers aligned to 
Neal’s fiancé, John Della Bosca, who was then working in the senior 
ranks of the Party as the ALP state organiser. 

The eastern suburbs crew wanted to nominate Neal as the Centre 
Unity’s candidate for president at the 1987 Young Labor Conference. 
Combined, the two groups in the Right had the numbers to defeat 
the Left. Divided, they didn’t stand a chance. But the westies would 
not countenance supporting Neal as the candidate. To them, she was 
a troublemaker who would not appeal to the soft Right swinging 
voter. They also believed they had earned the right to nominate 
Tierney for the position, considering it was their work that had 
bolstered the Right’s numbers. As a consequence the Right’s vote 
leaked badly at the conference, with many crossing the floor to vote 
against Neal. Albanese and the Left snatched victory from the jaws 
of what should have been certain defeat. He won by just six votes. 
The result was a disaster for Centre Unity. 

The sectarian rivalry within Young Labor had already come to 
the attention of head office, which was keeping a watching brief on 
the sudden surge in memberships. In the wake of the conference 
debacle, it decided enough was enough. The general secretary, 
Stephen Loosley, summoned Iemma and 15 Young Labor members, 
mostly anti-Neal operatives, up to Sussex Street and expelled them 
all from Centre Unity, citing factional treachery. Iemma’s expulsion, 
however, was declared in absentia because he had refused to attend. 

The loss at the Young Labor conference and Iemma’s ultimate 
exclusion from the faction foreshadowed what would happen two 


decades later when he took the same bold posture to the 2008 NSW 
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Labor State Conference as the Premier of NSW, and dared to defy 
the Party machine. 

But it wasn’t the only occasion he would go up against the Party 
bosses. The defining moment of his early career stemmed from 
another such incident. 

He was at home in Sydney on a Sunday night in 1990 when 
Graham Richardson’s secretary called, telling him to get on a plane 
and head back to Canberra. For several years, he had been working 
as an advisor for Richardson, then Environment Minister in the 
Hawke government. But he had also been working numbers in 
Labor’s Hurstville branches, to ensure his preselection to run as the 
Labor candidate for the Liberal-held seat at the next state election. 

“Head office wants to take my seat off me, don’t they? It’s about 
my seat?” Iemma asked Richardson’s secretary. 

Iemma had a crippling fear of flying and drove to Canberra that 
night. When he saw Richardson the next morning, he repeated the 
question. 

“Just sit down and shut up,” Richardson snapped. 

A NSW Electoral Commission redistribution had redrawn the 
boundaries of Hurstville, turning it from a Liberal seat to a notional 
Labor seat. It was the seat that in 1976 had decided Wran’s election 
by a mere 44 votes; it would be a jewel in Labor’s crown if the Party 
could win it back. With Hurstville in serious play, the normal rules 
of rank-and-file preselection were jettisoned and lemma was asked 
to step aside for someone further ahead of him in the Labor queue, 
Robert McClelland, a lawyer and son of former Whitlam minister 
Doug McClelland. Robert had run in the seat before, in 1988, but 
lost to the Liberals. 

NSW Labor was the first state party to adopt rank-and-file 
preselections, allowing branch members to choose candidates, a 
system considered to be progressively democratic. But head office 
still reserved the right to step in and install a candidate if it so chose. 
And when it saw Hurstville as a possible win for Labor in 1991, 
that’s what it did. 
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“So you are going to give them Hurstville,” Iemma said 


accusingly. “Fuck that.” 
“Look, you’re working for me,’ 


> 


said Richardson. “You can 
wait.” 

“ll be fucked if I’m going to wait,” said Iemma. “I’ve spent 
$20,000 of my own money already.” 

“Son, I want you to do the right thing and take a dive. I’m not 
asking, I’m telling.” 

“No way. Give me a ballot if you want but I ain’t hopping out 
of my seat.” 

Richardson told him to go back to Sydney and wait until he 
heard from him. Iemma didn’t know whether he had been sacked 
or not. For weeks he heard nothing, until suddenly he was given the 
all-clear. He assumed Richardson had worked out a deal with 
McClelland who ended up taking the federal seat of Barton in 1996 
and later became Attorney General in the first Rudd government. 

Bob Hawke once famously described Richardson as the bloke 
who had helped him twice: once to become Prime Minister and 
again to become not Prime Minister. lemma’s defiance of his boss, 
one of the most powerful men in Australian Labor politics at the 
time, was assessed by his friends as another measure of his pig- 
headedness. Iemma was one of the few people to have said no to 
Richardson. 

As Costa would later point out, if only Iemma had said no to 
Rudd, he might still be premier of NSW. 


CHAPTER 17 





A crisis of conference 


Goce’ da MAY 3, 2008, started in Sydney as a perfect, 
winter’s day, sunny with a gentle westerly breeze rolling in off 
the Blue Mountains. Despite Iemma knowing that today might be 
his last as leader, he rose early and did what he normally did: he 
stepped into his backyard and made phone calls. 

“When are you going in for the operation?” his neighbour had 
once enquired. 

“What operation?” 

“To get that thing surgically removed from your head.” 

After a few calls to his staff, he returned to the kitchen and 
measured some ground coffee into a portafilter handle as he waited 
for his espresso machine to warm up. He preferred his macchiato 
the Calabrian way, with a dash of grappa or sambuca. The only 
thing he remembers doing differently that morning was that he may 
have had two. 

He was jumpy when he bundled his kids into his car and drove 


them to his parents’ house, a couple of blocks away, just over the 
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rail line. His first experience of Labor conferences was in the early 
1980s, during the uranium wars, when union officials spat on and 
physically monstered Labor ministers. Once, corrosive fluid was 
splashed over Keating's car. 

When he arrived at the Darling Harbour convention centre at 
9.30 am, he’d chosen a navy suit with a shimmering gold tie set 
against a white shirt, to him symbolic of wisdom and calm, but to 
others perhaps a hint of arrogance. His driver, Bob, knew to pull up 
outside the secondary vehicle access entrance where only a handful 
of people were milling around. The army of yellow-shirted union 
militants and Greens objectors who had planned to spoil the 
Premier’s entrance had assembled on the bayside steps to the 
convention centre, on the opposite side. 

By the time Riordan took to the stage to deliver his president’s 
address to a half-empty room of 1,000 seats, Iemma had slipped 
into the auditorium complex unannounced and unblemished. 

“This is not a zoo,” he heard Riordan warn the gathering 
masses. “If you want to boo and hiss and catcall, go outside.” He 
didn’t want a repeat of October 4, 1997, when Carr was jeered. 
“Pay the Premier some respect,” he said. 

In the past, the Right had always managed a practical joke at 
conference, either at the expense of the Left or its own. But by 2008 
the Right had lost its sense of humour. No cardboard caricatures of 
Joe Tripodi dressed as a Krispy Kreme donut, for example. And the 


Left were baying for blood, not laughs. 


AT 11.29 am, Iemma’s staff wished him luck as he drew a breath 
and walked onto the stage holding his wife’s hand. To his surprise, 
he received a warm applause. He turned to look behind him and 
dutifully raised his hand to his ministers and caucus seated on stage. 
It was a backdrop of unity, except for one person, Paul Gibson, who 
was wearing a yellow protest T-shirt emblazoned with black text: 
“Stop the Power Sell Off”. The rebel MP had postponed a surgical 


procedure for kidney stones so he could attend the conference. 
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lemma smiled to himself knowing that Gibson would have been 
suffering immense pain to make his point. 

In private, Iemma is a sharp, engaging character, at times 
sarcastic and droll. In public, he can appear awkward and 
disinterested. Speeches were never his strength. Conference, 
especially this one, was never going to be a pleasant experience for 
him. He knew he had no prospect of turning minds through his 
oratory. 

“I’ve been to enough conferences in my 31 years as a Party 
member to know I face an uphill battle,” he told the delegates. “Tf 
Labor governments are here for anything it is to make the tough 
decision to deliver reform [and] change and do what is right. Let 
history record that on this day, May 3, 2008, the NSW branch of 
this great party found its courage and rose above nostalgia and fear 
and did what was right.” 

It was Iemma’s first address to the ALP conference as a 
popularly-elected premier. Foley took the floor and thanked him, 
saying the conference should be honoured by his presence. Iemma 
had skated through and was relieved. He left the stage for his 
private room to prepare for a $5,000-a-head fundraising luncheon 
Bitar had organised. 

Between his morning speech and the full debate on the 
privatisation policy scheduled for 4.30 pm, corridors and corners 
and secret rooms throughout the complex were full of impromptu 
meetings, discussions and plots to decide on the fate of the 
electricity policy. 

After lunch, Iemma was in the function hall, behind the drapes, 
partitioned from the main foyer area where delegates, journalists, 
officials and guests were mingling. As the last remaining luncheon 
guests were saying their goodbyes, Costa and Tripodi came to tell 
him that Robertson was trying to negotiate a form of words for the 
motion. Robertson pulled back the drape and walked up saying he 
thought there might be a way out for all of them. People were 


streaming in and out of the room, mostly with conflicting advice. 
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Eventually Iemma snapped at them. “This is no way to conduct 
anything.” 

He headed back to his private room telling them that if they 
wanted to speak to him, they would have to do it there, in privacy. 
The union leaders believed that if lemma could find a way out of 
being defeated at conference, like Carr and Egan had done, he 
would take it. Costa would never agree, they knew that, so they 
tried to cut him out of the discussions. 

Macdonald and Della Bosca turned up first with a document 
they said the unions wanted Iemma to agree to. They had been 
acting as go-betweens. The sheet of paper had three sentences on it, 
and appeared innocuous. The unions, party officials and the 
government, it said, would be directed by conference to agree to 
further discussions about the policy of privatisation. 

“Ts this it?” Iemma asked them. “Is this the full motion? 

Costa burst through the door, distressed and demanding to know 
whether Iemma had signed anything. He had just walked past 
another room to find Robertson and the other union officials deep 
in discussion. “Do you know what these people are tying to do?” 
he asked Iemma. “Have you seen the entire motion?” 

Iemma turned to the other two ministers, already suspicious, and 
asked them again whether this was the full motion and if not, where 
was the rest of it. 

“We haven’t seen it either,” they replied. 

When Robertson entered, lemma rounded on him. “If you show 
me the full motion, then we might be able to make a decision,” he 
said. 

Robertson sheepishly admitted that there was more to the 
motion than the three sentences that Iemma had been given. “Look, 
the delegates are playing up and they won’t give us the full motion,” 
he said. 

It was without precedent for a premier to be asked to sign a 
resolution he wasn’t allowed to see. Costa saw this was no deal, but 
the prelude for a public execution. 
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With only minutes to go before the finance and economics 
committee was due to start debate on privatisation and the 
Unsworth report, someone brought in the full motion. By then 
Riordan, Obeid, Tripodi and Kruse were in the room as well. Costa 
grabbed the document and started reading it. It was an amendment 
to the Party platform bearing Matt Thistlethwaite’s name. 

“Conference notes that the government’s proposal is a breach of 
Party policy and directs State MPs not to support the proposal,” it 
read. It then reminded all Labor MPs that they were bound by The 
Pledge. 

The motion made a mockery of the government, and Iemma. A 
Stalinist confession, extracted under duress and signed before the 
execution, it would have been Iemma’s confession that he had been 
wrong about the policy and would agree to scrap it. Had Iemma 
signed it, he would have been forced to resign. 

“You can’t sign up to this!” blurted Costa, before walking up to 
Robertson and shouting in his face: “You blokes can get fucked. 
You are going to look like dickheads on Monday. What are you 
going to do when the government doesn’t accept it?” 

Costa pulled lemma aside and told him there was no way Iemma 
could get up and speak to the debate, let alone sign a resolution that 
would confirm the government’s capitulation to the will of the 
conference. 

“Mate, if you do that we will all have to resign,” he said. 

Costa was thinking about the media spin. He was worried that 
if lemma got up to address the debate, the 850 delegates already 
seated would be nowhere as civil as they had been during his earlier 
speech. They would howl him down. TV that night would show a 
premier humiliated in front of the Labor conference and dictated to 
by union officials. 

For Costa the imagery was as important as the substance. He 
was convinced that the only way they could win, in the face of 
certain defeat, was for the government to look strong. Its victory 
would be in its defiance. Costa had a plan. 
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lemma told Robertson there was no way he could agree to the 
motion and walked out. He ran into Byres, who had been trying to 
keep the waiting media at bay. 

“I think Della and Macca are trying to slot me,” Iemma said. 

“What are they doing?” asked Byres. 

“They are trying to get me to sign this one-paragraph resolution. 
They didn’t show me the whole thing.” Iemma left the conference 
and went home. 

The rules of the Australia Labor Party were written a century 
ago. The canons governing the activities of the parliamentary wing 
of the Party are contained in rule B.2, which reads: 


The annual conference is the Supreme policy making and governing 
body of the Party in NSW. The annual conference has the power to: 


(i) Alter or change the rules and platform [policies] of the Party. 


It was under this guiding principle that the Party officials and the 
union delegates would seek to use the conference, and the majority 
vote of delegates, to rule Iemma and Costa’s privatisation plans 
contrary to the Party platform. At around 4.30 pm the charade began. 

Unsworth rose to deliver his report supporting the government’s 
proposal, but from his first word, it was clear the floor or the 
officials had little interest in listening to the elder statesman. 

Tensions boiled when Robertson rose to move the Thistlethwaite 
amendment. He then turned to Unsworth, reminding his once friend 
that he was no longer premier or Labor Council secretary. “John 
Ducker once told me, there is nothing as ex as an ex-Barrie.” 

Thistlethwaite then seconded his own motion, and the real 
debate began. 

After directing state MPs not to support the proposal, it read: 
“Conference further reminds all members of the parliament that 
they have signed a pledge to uphold Party policy, as determined by 
the ALP conference. Conference requests that the incoming 


Administrative Committee contacts all members of the SPLP 
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informing them of the conference decision in relation to 
privatisation and reminding them of the pledge.” 

Riordan warned that anyone wanting to defy the conference 
should resign. “This is a very, very serious day for the NSW Labor 
Party. Its a day when history, traditions and principles, the moral 
standing and the fibre of our Party must be protected and upheld,” 
he said. “If this conference is irrelevant, let’s not have one, let’s call 
it the annual drink. If you don’t want to follow the rules of the 
Party, you don’t have to stay in the Party — there is no compulsion 
for people to stay.” 

The scene on stage, where delegates and MPs were sitting, 
waiting for their turn to speak to the debate, was frenzied. An 
animated Costa rushed back and forth from the stage passing notes 
and barking orders. One minute he was up, the next he was sitting, 
with his legs swinging beneath the seat of his chair like a gremlin. 
He was demanding that Bitar put him on the list as the last speaker 
to the debate. 

He sent Iemma’s chief of staff Josh Murray to tell Bitar that he 
should be allowed to go last. 

“T haven’t decided yet,” said Bitar, who had no intention of 
letting Costa have the final say on anything. 

Costa jumped up and approached Bitar himself. The scene was 
tense. While the delegates could see what was going on in front of 
them, they couldn’t hear. 

“You fucking put me last on the speaking list,” screamed Costa 
who was now standing toe to toe with Bitar. Bitar said no. 

“You are a fucked general secretary,” yelled Costa. 

“And you’re a fuckwit of a treasurer,” Bitar spat back. 

Costa resumed his seat and sent Roozendaal over to Bitar. “You 
go and tell him to get fucked,” Bitar told Roozendaal. 

Costa was not the last speaker on the amendment but he still had 
the final say. Despite the post-conference analysis suggesting that he 
had somehow lost his nerve, Costa knew what he was doing. Earlier 


in the day, he had asked one of his advisors for a favour. 
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“I want you to go and get one of those yellow T-shirts — the 
protest ones with ‘Stop the Power Sale’ written on them,” he told 
him. The staffer found one sitting on the back of a chair and 
brought it to Costa, who immediately turned it inside-out. “I knew 
it,” he said. “Made in China. That’s it, that’s my line, that’s my 
grab.” 

One of the unions’ arguments against privatisation had been the 
erroneous accusation that the government was planning to sell the 
power stations to Chinese interests, thus risking Australian jobs 
going offshore. 

Costa had already planned to blow up the conference. He was 
aware that he was the manifestation of everything the unions and 
the Left hated. Just as they knew how to push his buttons, he could 
equally whip them up. 

When he finally got his opportunity, Costa leapt from his chair 
to approach the lectern. He seized it with such fury that it shook in 
his hands. The mob was wound up with the mere anticipation of 
Costa speaking. 

He launched his attack, an assault on Riordan, accusing him of 
hypocrisy for reneging on his agreement to sell retail and negotiate 
over generation. As the pitch of Costa’s voice increased, so did his 
invective. He even accused Riordan and Robertson of sibling rivalry, 
which was at the heart, he said, of why they had failed to reach an 
agreement. 

“This is about ego — it’s about power, but not political power,” 
he shrieked, pointing to Riordan and Robertson. 

“What I’ve got to say here today is there is dishonesty after 
dishonesty in this debate, dishonesty after dishonesty,” he 
continued. No one was spared his wrath, even Rudd. “It is an 
absolute joke to come to this conference and claim ... the prices are 

gonna go up, when we were adopting a policy, that Garnaut policy, 
which will increase prices by 30 per cent.” 

By this stage Costa was screaming at the audience, the sweat and 
veins visible on his head. Dissenting delegates pointed back at him, 
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velling that it was his ego that was at issue. He then delivered the 
line he knew would be that night’s television grab. 

“So that’s falsehood number one. Falsehood number two: jobs 
will go offshore, jobs will go offshore. Half the people in this room 
are wearing yellow T-shirts made in China — in China! You're a 
joke! You’re an absolute joke!” he screamed at the audience in front 
of him as some cocked their heads and grabbed their collars to 
check the labels. 

Costa achieved what he had set out to. The argument became 
one between him and the conference, not about Iemma. Again, he 
was depicted as a crazy man — crazy brave. 

Riordan was one of the few who saw what Costa was up to. 
“You don’t have to be Einstein to work out that his performance 
was a deliberate attempt to make the ALP conference look like a 
rabble ... or else he needs to go and see his doctor,” he said later. 
Riordan was partly right. Costa was treating the debate with 
contempt because he believed it was a stitch-up from the start. 
Rational argument wasn’t going to win over a bunch of handpicked 
union delegates. It was more important for the government to show 
the public they weren’t going to be intimidated by a conference mob. 

Bitar then moved another amendment in his name and Foley’s, 
which added to the confusion. It called for continued negotiation 
between the unions and the government leadership on the issue. 

As the afternoon dragged on, the bedlam on stage intensified. 

Bitar’s wife was at home with their new-born baby girl when she 
tuned in to watch the news. The bulletin described it as chaos. The 
dramatic shots sent her into a panic. She texted her husband while 
he was still on stage. 

“Are you ok?” she punched into her phone. 

“Yes, I’m fine, why?” he texted back. 

“They just said on ABC that the conference had plunged into 
chaos. I thought you might get attacked.” Anything was possible. 

“One of the sillier things ’'ve heard over the last few months,” 


said Foley when it was his turn to speak, “is the suggestion that the 
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government can just proceed in defiance of this conference and 
people will forget. I would have thought that, after 117 years, 
people would have realised that the Labor Party never forgets. How 
can we? I say to the 71 members of the State Parliamentary Labor 
Party: Understand that you are the political heirs and successors of 
those four members elected in 1891, who accepted the Pledge 
adopted by the 1894 Annual Conference. You are the direct 
descendants of those four men. When the hands go in the air in a 
couple of minutes’ time, the conference — the supreme authority of 
this Party since 1892 — will have spoken.” 

Kirk McKenzie, a Sydney lawyer and chair of the Party’s Finance 
and Economic Policy Committee was the final speaker. There was 
uproar when he concluded that Iemma’s plan conformed to the 
existing Party platform and, unless the platform was changed, it was 
a perfectly acceptable policy under the current rules. He noted that 
the Robertson amendment, even if passed, was not binding on the 
lemma government. 

There was sudden confusion among the delegates when the 
AMWU’s national secretary Doug Cameron rose on a point of 
order and asked for clarification on the amendment. He wanted to 
know if what was being proposed was an amendment to the Party 
platform. And if not, could it be incorporated as an amendment to 
the platform to make it binding on the government. 

The problem for the unions was that, if it was not an amendment 
to the platform and was simply a resolution of the conference, it 
would have no bearing on government policy. It would have no 
constitutional effect. Cameron’s request that it be made an 
amendment to the policy platform was ruled out of order. McKenzie 
noted that an amendment to the platform required 30 days’ notice 
for it to be incorporated. No notice had been given. 

The Thistlethwaite motion was put to a vote. The count was a 
devastating defeat for lemma and the government. It was carried 


702 for, 107 against. 


More distressing, and perhaps fatal for Iemma was the sight of 
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Karl Bitar’s and Luke Foley’s hands going up to support it. For the 
first time in the history of the conference, in the collective memories 
of the present delegates at least, a Party secretary and his assistant 
had voted against a Labor government. 

Nothing demonstrated to lemma and Costa more symbolically 
that the unions and the Party machine were colluding to bring down 
a sitting Labor premier and treasurer. What had been lost in the 
pack euphoria of the union victory was that the Robertson 
amendment, technically, had no bearing on the Party’s official policy 
platform. It changed nothing. 

Three days later McKenzie wrote that, as far as the conference 
was concerned, the Party’s policy platform had not been changed 
as a result of the vote. And technically therefore, Iemma’s 
privatisation complied with the existing policy. 

He accused the unions of abusing Party rules by attempting to 
change the platform illegitimately. “It has never been seriously 
suggested that ordinary resolutions of conference which do not 
become part of the platform are binding on the state government,” 
McKenzie wrote. 

“It slowly dawned on me that the Party officers may have done 
some sort of deal to disguise the nature of the amendment to the 
conference, possibly to bring some greater resolution to the debate. 
If so, they had not told the committee,” he continued. “Even a 
kindergarten Marxist would know that control is more important 
than ownership ... make no mistake: this is a struggle about union 
power. There is nothing wrong with unions, | have been a union 
member for 30 years and strongly oppose the diluting of union 
influence in the Labor Party. However, that influence must be 
exercised responsibly.” 

What actually happened at the 2008 conference is still contested. 
Some members of the Left suggest that resolutions of the conference, 
regardless of whether they are amendments to the platform or not, 
are still binding on the government. Upper House MP Amanda 
Fazio, a member of the Party’s NSW Rules Committee since 1979, 


159 


BETRAYAL 


said, however, that the rules were explicit. On March 31 she had 
sent a memo to all caucus members clarifying what their 
responsibilities and obligations were as Labor MPs and what the 
Party rules stated about these. “The decision of the SPLP in 
December 2007 complied with the Platform of the Party at thar 
time. The Platform has not since been altered,” Fazio wrote. 

Following conference, Fazio’s investigations into the rules also 
determined that the conference had changed nothing. “Additionally, 
conference has no power under the rules to overturn any decision 
of the SPLP and nowhere in the rules is it stated that the decisions 
of annual conference are to be applied retrospectively.” 

It appeared that Bitar, Foley, Riordan and Robertson had erred. 
Mere semantics, they claimed. According to them, if Iemma 
proceeded with privatisation, he would be defying the will of the 
Party, if not its rules, and insulting its traditions. The last man to 
do that had been the British-born Labor Premier William Holman, 
who split with Labor to join the conservatives in 1916 in defiance 
of the Party’s rejection of conscription. 


When asked after the conference by a journalist what it all 


meant, Foley replied: “Fucked if I know. And you can quote me on 
that. 


923 
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CHAPTER 18 





Who's laughing now? 


HEN THE PRIME Minister arrived at Darling Harbour the 

next morning, he was ashen-faced. He had been up since 
3.30 am vomiting. The rumours that he had suffered a minor heart 
attack were quickly put to rest: the PM was temporarily unwell and 
such was his stoic nature that he brushed off his doctor’s advice to 
stay in bed. His advisors began backgrounding journalists that he 
was lucky to have made it all. 

Rudd had spent the previous day entertaining the new 
Queensland Premier Anna Bligh at Kirribilli House, before heading 
out to ANZ Stadium at Sydney’s Olympic Park later that night to 
watch his home League side, the Broncos, narrowly defeat Wests 
Tigers. 

That was where it all went horribly wrong for the PM, according 
to his staff. A “dodgy dagwood dog” he had grabbed from a food 
tray had taken him down, they said. The true source of the mystery 
illness became the subject of intense media speculation. “I think it 


was a party pie, something like that, a savoury something,” he said 
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three weeks later, “All I know is, whether it was that or whether it 
Was a stomach bug, the consequences were graphic.””4 Whatever 
the cause of his infirmity, it appeared to lift when he walked onto 
the stage. Chants of “Rudd! Rudd! Rudd!” came from all parts of 
the auditorium. It was his first ALP conference as Prime Minister 
The delegates all stood, clapping to the beat of a heavy-metal guitar 
riff booming through the speakers. When asked what the tune was, 
one of his deadpan staff advised that it was simply called “Rudd 
music”. There was not a yellow T-shirt in sight. 


RUDD WAS six when journalist Alan Reid’s famous picture of the 
“36 faceless men” appeared in The Canberra Times. As the story 
was told by Reid’s biographer, Stephen Holt, Reid contrived to set 
up a photograph of Labor leaders Gough Whitlam and Arthur 
Calwell standing outside the Kingston Hotel in Canberra in 
November 1963.25 Inside, a special ALP conference was meeting 
to determine the Party’s position on US military bases on 
Australian soil. The photo conveyed the message that Whitlam 
and Calwell were just puppets of the machine, waiting outside to 
be told what would become Labor Party policy. Robert Menzies 
won the election, relegating Labor to another decade of political 
wilderness. Reid, a disaffected member of the ALP, was eventually 
expelled from the Party but the image lingered on in the collective 
memories of a generation of Labor members, and voters more 
generally. 

There were high expectations that, while Rudd was not at risk 
of being portrayed in the same fashion, he might at least repeat his 
previously publicly-stated support for Iemma: a recognition of 
Labor governments’ right to govern without constraint. 

A year earlier, in March 2007, at the height of the pre-election 
debate about industrial relations policy, he had sought to play down 
the importance of Labor conferences, claiming Labor’s election 
policies would be determined by the caucus, not the conference. 
Would he extend that same privilege to Iemma? 
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Treasurer Wayne Swan had raised those hopes for Iemma the day 
before in an interview published in The Australian newspaper. 
lemma’s reforms were fundamental to the federal government’s own 
reform agenda, he said, with benefits that reached far beyond the 
NSW borders. “I think they are important reforms. They go to the 
heart of the COAG agenda. I support the reforms put by Premier 
lemma.” 

In an interview the same morning he and Rudd were to speak at 
the conference, Swan was still unequivocal in his support for lemma 
but less strident on the federal government’s position. Evidently, the 
federal leadership was unsure how to respond to the rabble of the 
day before. 

“Could I just say about Morris Iemma, a really gutsy stance that 
he took, he’s fighting for things that he believes in, and Morris I 
think ought to be admired for the courage he took to the floor of 
that conference,” Swan told the ABC. “This is an issue which is yet 
to be finally resolved and we’ll just have to see how it plays out in 
the next couple of days.” 

Rudd had no intention of speaking substantively to the internal 
crisis tearing at the soul of the NSW Labor Party. His concern was 
to ensure that the vulgar exhibitions would stay within the NSW 
branch and not spill over into the federal arena. Rudd was blunt 
about the danger of assuming that their behaviour would not have 
broader implications. 

“Like any family, from time to time, there are disagreements, 
he said, in his only reference to the debate of the previous day. 
“And, I am reliably informed, there’s been the odd disagreement or 
two over the last few days. The time has come to dust yourselves 
off. The time has come to move forward again. The time has come 
to get on with the business of building a modern Australian nation 
capable of meeting the challenges of the twenty-first century.” 

But building a modern Australia required reform. And Rudd 
knew that reform was rarely popular. Rudd had promised sweeping 


reform, reform of the national health system and economic reform, 
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reform of the Federation and an end to the “blame game” between 
the states and the Commonwealth. How was he going to deliver all 
that when faced with the competing interests of staying in power 
and needing to play down the disproportionate level of influence 
that the union movement still wielded inside the Labor Party? 

“It may come as a surprise,” he said, “but we did not win the 
last federal election by a large margin. Just as it may come as a 
surprise to some people that we would lose the next election with 
just a small swing against us.” 

Implicit in Swan’s support of Iemma’s policy had been an 
acknowledgement that it was an important piece of micro-economic 
reform being offered to the federal government free of charge. The 
heavy lifting was being done by a state Labor government. The 
privatisation would have removed the primary blockage to a fully 
integrated national electricity market. It met every plank of the COAG 
reform agenda and conformed to the Labor Party’s national platform 
on privatisations. All Rudd was being asked for was a clarification of 


an important political question: Who runs the Labor Party? 


AS HE sat in his GMT office, lemma was working out how to 
answer that question. He and his media advisor Justin Kelly were 
discussing the wording of their response to the conference vote. The 
precise language would be critical. Too brazen, and he could risk 
being accused of recklessness. But any suggestion of appeasement 
would be interpreted as a defeat. lemma had spent Saturday night 
calling his MPs to encourage them to stick with the government 
policy, not to waver in light of the vote. It was asking a lot of his 
caucus. He was petitioning Labor MPs to defy their own Party. 
lemma told Kelly that he was confident that the caucus would 
“stick”. “They are rock solid,” he told him. But how they would 
proceed from there was another matter. Kelly and Iemma agreed 
that he would have to respond. They just hadn’t worked out how. 


“Well, what are you inclined to do?” Kelly asked him. “We were 
roundly defeated.” 
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“I've got three options,” Iemma replied. “I can resign as premier, 
I can give in, or I can fight through.” 

“And which one are you going to take?” Kelly asked him 
nervously. 

There was a long pause. Kelly thought this was the moment 
when Iemma would pull the pin. 

“Pm going to fight on.” 

It was assumed by most — the unions and the media alike — 
that Iemma would fold like a deck chair following the conference 
vote. But they were mistaken. He fronted the media conference and 
announced his plans to proceed. 

“Considering the views that have been expressed, and weighing 
up my constitutional responsibilities to the people of NSW, I’m 
advising that we are proceeding down the path the government has 
started,” he told the assembled media in the GMT conference room. 
“This is not an easy decision for the labour movement, the Labor 
Party, but if you’re in government just to take the easy decisions 
then you’re not exercising your responsibility.” 

Iemma believed he was standing his ground on a matter of 
principle. There was the undeniable issue of the future needs of the 
people of NSW and the financial position of the state to consider. 
Ideology was not a luxury Iemma could afford to indulge in. He 
also believed it was the right of the elected parliamentarians, not 
unelected union officials, to determine policy. Were they really 
suggesting that every time ministers developed a policy they had to 
march down to Sussex Street and have it approved by the 
administrative committee? 

“Pve got to govern for 7 million people, not just 700,” he said. 
“Listen, I went there and confronted this issue head-on in my 
leader’s address, devoting half the address to the biggest issue in the 
conference. I could’ve taken the other option ... go along there, get 
the traditional leader’s address, get all the applause, standing 


Ovation, let you take your happy snaps, left and come back and 
made a five-minute contribution.”2° 
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By the time word had filtered back to the conference that lemma 
had just announced he would defy the spirit of conference, Rudd 
had already been bundled out of the complex. His staff refused to 
allow him to be ambushed by journalists and forced to answer 
questions on what Iemma had just done. 

Robertson, Foley and Bitar were in shock. They had not 
considered the possibility that Iemma would defy them. Irrespective 
of the technical argument over whether the vote was a valid 
amendment to the conference or not, in the spirit of the conference 
at least, its delegates had symbolically upheld its right to dictate policy 
to the government. They had expected Iemma and Costa to back 
down in the face of what they had talked up as a crushing defeat. 
What they got for all their trouble was a premier even more resolute 
than the one they had been dealing with before the conference. 

A group of delegates pressed Bitar to approve an urgency motion 
to have Iemma and Costa expelled from the ALP. And while it was 
an enticing thought, the consequences would have been too 
disastrous to seriously contemplate. Bitar was left to talk the 
delegates down before negotiating a more flexible motion, calling 
on the Campaign Committee, which included Iemma, Costa, Della 
Bosca and Watkins, to sit down with the union leadership and the 
party officials within 72 hours to resolve their differences. 

Foley spoke apocalyptically of the days to come. “Delegates, we 
are on the edge of the precipice. All of us in the Party office group, 
Right and Left, have tried to avoid this. But the Premier in his 
statement this afternoon has laid down the gauntlet to the Labor 
Party.” 

When conference had wrapped up at 5.30 pm Bitar and Foley 
met to discuss what the next step would be. They both agreed that 
they could not sanction Iemma’s flagrant rejection of the will of the 
conference. Costa’s performance the day before had guaranteed that 
he would also be part of the equation. They didn’t know how or 
when, they just knew that Costa and Iemma had to be forcibly 
removed from office — it was either “them or us”. 
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Foley rang Tim Gartrell, Rudd’s campaign manager and the 
Party's national secretary, to warn him that NSW was now an 
official war zone. He told Gartrell what he and Bitar had agreed 
upon. Bitar then spoke to Arbib. All were in agreement that lemma 
and Costa had to go. In Foley’s case, it was a warning, from one 
friend to another, that Gartrell should keep Rudd as far away as 
possible from what was being planned. It was official: the debate 
was no longer about electrical power; it was now exclusively about 
political power. 


CONFERENCE WAS the turning point in the relationship between 
the elected Labor government and the NSW Labor Party. It was 
something Rudd would not be able to ignore, considering he would 
have to go to the polls before NSW, and the problems were far from 
being sorted out. 

For Arbib and Bitar it had long been about control of the NSW 
Right, a fixation that many in the Party believed was clouded by 
personal conflicts with Iemma and Costa. Foley always maintained 
that his concerns were for the unity of the Party. But there was 
also the alluring possibility for him that the most likely 
replacement for Iemma would come from the Left. Beneath the 
multifarious layers of political bastardry and the struggle for 
power was also a rank-and-file Labor membership deeply divided 
over the issue. 

For the unions it was about relevancy as much as ideology or 
even Robertson’s own ambitions. Their membership had fallen from 
around 50 per cent of the workforce in the 1980s to around 12 per 
cent by 2008. If it had not been for the public sector employees, 
such as those in the electricity industry, the proportion would be 
even lower. This was the great paradox of the modern Labor Party’s 
claim to govern from a broad-based middle ground. The unions 
enjoyed a SQ per cent representation at conference, yet they 
represented less than one eighth of the workforce. The Labor Party 


itself was even less representative, with an estimated membership of 
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no more than 12,000 in NSW. Costa and Iemma Presented the 
greatest threat to the influence of the unions in decades. 

Paul Keating believes that it was good old-fashioned self-interest 
that motivated some union officials to join the fray, simply to 
protect their perks. 

“To be fair, the Federal Treasurer supported the reforms,” 
Keating told me. “What the conference did in NSW was as much 
reject his views as it did [those of] the Premier and the State 
Treasurer. One of the structural problems we have is that the state 
government let Unions NSW determine, and then hand out, its 
nominations for the employment opportunities for union officials 
on state instrumentalities. This magnified enormously the authority 
of Unions NSW vis-à-vis the government itself. When you get into 

a debate like this, Unions NSW can call up groups inside the 
conference on the basis that the officials are getting extra income 
from their extra jobs. I don’t know why the Carr, Iemma or Rees 
governments continued this practice. You wouldn’t think it was 
sensible for a Cabinet to outsource jobs to Unions NSW so they can 
use the power against you ... that is really what happened. A large 
part of those electricity votes was about that. They were not about 
to lose this when they get the call.” 

Barrie Unsworth shares Keating’s views when it comes to the 
motivation of some of the conference delegates: avarice 
masquerading as public interest. He believes it was one of the 
darkest days in Labor’s recent history. 

“The 2008 conference was one of the most memorable that I 
have attended during my more than 50 years membership of the 
Party and my trade union, the ETU, which I first represented at the 
1958 ALP Conference,” he says. “It was memorable as it was the 
first time I had observed virulent hostility directed at a Labor 
government and premier by delegates whose wellbeing and working 
conditions had been achieved by successive Labor governments over 
decades. The conference was more akin to a protest meeting than a 
supreme policy-making body which it is supposed to be. The 
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participation of the Party secretary and president in the debate 
against the Reference Committee endorsement of the Labor 
government proposals was extraordinary. The conference rejection 
of the government by a 7-to-1 margin was achieved by organised 
opposition and a degree of coercion of individual delegates within 
union delegations. Those who saw the rejection as a victory may 
some day realise that it was pyrrhic, as demonstrated by subsequent 


events.” 


CHAPTER 19 





Can we still be friends? 


S THE CADAVERS were being counted in the smouldering 

ruins of the NSWLabor Party, no one knew who won. As one 
bewildered union official, Ben Kruse, put it: “It is such a new 
concept that everyone is overawed by the extent of the 
situation.”~’ 

One thing was for sure: there was no longer any pretence. lemma 
was now ina fight with Bitar for his survival; it had little to do with 
electricity. lemma didn’t mince his words. Bitar had done him 1n, 
and a week after the conference Iemma decided to hit back. He gave 
an interview to the The Sun-Herald newspaper and used it to have 
a swipe at the Party boss. 

“He was working overtime to ensure the maximum number of 
votes against the government,” Iemma said. “It’s been a very long 
time since the machine swung and used its numbers to ensure the 
defeat of the leader and the government at conference. I understood 
and knew what he was doing, but I am stating the obvious to say | 


disagreed with what he was doing. It will take some time to 
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strengthen our relationship. A 25-year friendship is not going to be 
ruined by the conference. ”28 

For lemma, his greatest strength was also his greatest weakness: 
his caucus. He knew he had to act swiftly before the mushroom 
cloud over Macquarie Street cleared. The Party officers and the 
union leadership would come for him and they would do it by 
trying to take out his MPs one by one. 

Late into Saturday night, lemma had been calling MPs, trying to 
allay his colleagues’ fears, telling them to hang tough. Exhausted, 
he even took his phone to bed and kept at it until he passed out. 


THE LABOR caucus room, suite 1250, was one of the few in the 
parliament building that had to be opened with a four-digit code 
punched into a key-pad lock, and the only person with that code 
was the government Whip. 

On Tuesday morning the Whip arrived early, just before 11 am. 
It was heading to be the second-most important day in lemma’s 
term in office and no one wanted to make the atmosphere any 
more jittery by making MPs wait in the corridor. Dutifully 
assembled, the members were a bundle of nerves. Apologies were 
made for absent members, and procedural issues were dealt with. 
But no one was listening. They were all waiting to hear their 
leader. 

There was to be a new process to continue talks with the unions, 
Iemma told them. And if the unions or Party officers had any bright 
ideas, he was happy to entertain them. But nothing had changed. It 
was full steam ahead. 

“We will get through this, but only if we stick together,” he told 
them. “And there is no place to be shouting from the rooftops, 
everyone understands that.”~’ 

He called for an endorsement of the plan. Sixty-one hands went 
up, 10 stayed down. No one voted against. For the third time, the 
caucus had supported Iemma and Costa’s plans to privatise 


electricity. More importantly, it was an endorsement of Iemma as 
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leader. They had, all but a handful, put their faith in him to lead 
them out of the quagmire. 

Happy with the result, lemma was still cranky about the calls he 
received over the weekend urging him to sack Costa. Iemma had 
never seriously entertained getting rid of him. lemma had been in 
enough meetings with the unions without Costa to know that the 
problem lay elsewhere. 

There was a certain irony in the campaign to demonise Costa, 
Iemma later reflected. Compared with many in his Party room, Costa 
was a beacon of propriety. Loud, yes. Unpredictable, certainly. But 
his personal ethics were beyond reproach. He didn’t even drink. And 
Costa was the one they were calling crazy? More importantly, lemma 
knew that taking Costa out of the picture would do nothing to solve 
his own problems. If Costa went, he knew, he would have to go too. 

In those first few days following conference, vengeance was swift 
from Labor’s Old Guard. Keating was one of the first to put pen to 
paper. “So the lemmings at the Labor Party conference have given 
the Premier and the Treasurer a bruising,” he wrote in a letter to 
The Sydney Morning Herald on Tuesday May 6. “Well may they 


come to regret it.” 


Governments are hard enough to put in place; keeping them is even 
harder. lemma, having won a difficult election for Labor, should 
have enjoyed the support of this conference rather than its naked 
obstructionism. 

Bernie Riordan, the State President, may be a conscientious 
barracker for his electrical trades constituency but he is a woeful 
party president, someone who does not understand that the 
president’s main task is to manage the Party to keep it supportive 
of the government. 

These days the government in Macquarie Street has no helpers. 
The Party President indulges himself as a micro-economic expert 
while the Unions NSW secretary John Robertson sees his role as 


providing T-shirts to protestors. 
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The Iemma Government’s proposals represent a dramatic and 
important micro-economic reform to the infrastructure base of the 
largest State and hence to the nation. 

This is why the Federal Treasurer Wayne Swan said over the 
weekend he supported the reforms, because they go to the heart of 
the COAG agenda. Dead right. More than that, they go to the very 


kernel of the Rudd Government’s federal-state reform program." 


Keating was but one of a cortege of ex-politicos, former trade 
union leaders and past premiers who went public to back lemma. 

But nowhere to be seen or heard was Rudd or the federal 
leadership. 

On Monday May 5, Unsworth got Bob Carr and Neville Wran 
to sign a letter calling on the unions to desist in their campaign 
against a Labor government. Two other former heavy hitters of the 
union movement, ex Labor Council secretaries Michael Easson and 
John McBean, also put their names to it. There were at least 10 
draft versions of the letter. The first included a virulent attack on 
Robertson. Carr pointed out that he was not in retirement and 
unlike some of the others still needed to earn a living. By the final 
draft, it had been toned down. 

The letter appeared in The Daily Telegraph on the morning of 
the caucus meeting, its timing impeccable. “As former leaders of the 
NSW Government and the trade union movement, we indicate our 
support for the Premier in his determination to govern in the best 
interests of the State and its citizens,” the letter read in part. 

Following conference, lemma’s confidence had been partially 
restored. The media had been favourable. They were calling the 
fight in his favour. And he was now confident of his ability to count. 
The numbers in his caucus would fall his way. 

But Robertson and Riordan had no intention of backing down 
or allowing history to record a victory for lemma. Phones were no 
longer running hot. All communication between the two sides was 


now conducted through the pages of the daily newspapers. “The 
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Process to resolve this | 
‘esolve this starts tomorrow,” said Robertson. “Nor 


today. Anyone who thinks this is over is kidding themselves and is 
totally misunderstanding the seriousness of the situation.” 

Ps the Wednesday, the campaign committee met in lemma's 
parliamentary office, as promised and in keeping with the final 
conference resolution. There was no table thumping or shouting. By 
the measure set by past performances it was subdued. Riordan only 
half-heartedly suggested that a taskforce including all the interested 
union groups be established to review the entire policy. No, said 
lemma. 

“Dve had plenty of meetings ... I can have as many as you want, 
but that’s not happening” he said. The tally of meetings since they 
had started negotiations back in May 2007 was more than 150, by 
lemma’s reckoning. They had already been through two inquiries. 
He wasn’t having another one. 

Bitar was one of the first to leave the meeting and was quizzed 
by journalists afterwards about how it went. He held his tongue. “It 
was a meeting based on mutual respect,” he said. 

It was agreed that a smaller group would be established to meet 
again to work through the issues, although no one really knew what 
they were any more. It was to include Iemma; his chief of staff, 
Murray; Kruk and Riordan; and the Public Service Association 
secretary, Steve Turner, who represented government employees. 

After the meeting, Iemma spoke privately with Riordan. “What 
did Michael [Costa] say to you last week when you didn’t turn up 
to that meeting?” 

“Nothing,” he said. 

“Well, he must have said something. Did you two have a blue? 
Did he blow up at you?” 

“No,” replied Riordan. 

“Then what happened?” 

“T didn’t think we could deliver it for the delegates.” 

Another meeting was held on the Friday. Again nothing was 


resolved, despite the strange sight of paper napkins being used to 
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sketch out schematics of how the unions and super funds could 
claim a stake worth billions in the privatised entities. 

That day Riordan’s right of reply to Keating appeared in print, 
in The Australian, setting the tone for the personal recriminations 
that would follow: 


I believe I know a little about the electricity industry in NSW, having 
been involved in the industry all of my working life as an apprentice, 
tradesman, union official and director. Mr Keating was a depot 
clerk about 50 years ago. 

. the role of the union movement in the re-election of the 
lemma Government was there for all to see in March last year. Even 
the Premier made special mention of it in his speech to conference 
last Saturday. Mr Keating was in Europe. Mr Keating is an elder 
statesman of the ALP. He is entitled to his views and his opinions 


deserve to be respected — their relevance is up to others to judge.”’ 


It wasn’t until the following week, however, that the unions 
launched their real counter-offensive. It began with the threat of 
strike action against the government. They also issued a warning to 
all NSW Labor MPs that they would use their numbers on the 
administrative committee to open preselections immediately for 
every sitting member who continued to support lemma’s plans. 
Despite a clear case for federal intervention to protect MPs, the 
Party officials were silent. Instead they were privately offering to 
protect MPs who voted against the government. 

If anything had become clear post-conference, it was that nothing 
was clear. Riordan likes to play down his role in the unravelling of 
the Iemma government. In fact, he says he played no role. But his 
declaration to Labor MPs that week — that, as the Party’s 
president, he would protect any who crossed the floor of parliament 
against the privatisation bill — set a new precedent for dysfunction 
in the NSW Labor Party. Giving a green light to rebel MPs to defy 


the Premier had no historical equivalent since the days of Jack Lang. 
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And when two MPs took him up on the offer, Costa called for 
Riordan to be sacked. 

The division in the ranks of the Labor Party had exposed its 
Achilles heel: the competing principles between the Westminster 
system of government, and the operating structure of the ALP. 
where (in the case of NSW) it appeared that authority now resided 
in unelected officials rather than the parliamentary Party. 

What was happening in NSW had the hallmarks of the problems 
that beset the British Labour Party in the 1980s and early 90s when, 
in Opposition, the Left went to war with the moderate leaders 
before the Party re-emerged as New Labour under John Smith and 
Tony Blair. 

By May 14, MPs were coming under significant pressure. Lynda 
Voltz was sitting in her parliamentary office in tears. Iemma had 
just given notice to the parliament of his intention to introduce the 
Electricity Industry Restructuring Bill 2008. Voltz was under 
immense strain. As a Labor MP in the Upper House, where the 
government did not enjoy a majority, she had the power, through 
her vote, to make the difference between victory and defeat for 
lemma. The pressure from the unions was intense for left-wing MPs 
like Voltz. But her future in the government had also allegedly been 
threatened from within. She might not ever make the ministry — OF, 
worse, could be expelled. Had she thought about her future, she 
was asked. 

Ian West, a factional colleague of Voltz, who had been seen to 
walk the parliamentary corridors mumbling obscenities to himself 
about Costa, was not given to such considerations. The former 
assistant secretary of the Liquor Hospitality and Miscellaneous 
Workers Union, who was elected to the Upper House in 2000, was 
adamant. He was voting against any legislation Iemma brought to 
the House to sell the state’s power assets. 

There was no record of a Labor MP crossing the floor in 14 
years of Labor government. But when Voltz decided to end her 


torment that afternoon and join West in announcing they would 
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cross the floor on a minor procedural bill relating to privatisation, 
two politicians that few people in NSW had ever heard of 
threatened to knock over a $15 billion infrastructure policy. 

No union official admitted on the record that they had put any 
pressure on any MP. But Iemma knew that MPs were being 
threatened. His MPs were ringing him to tell him. On that basis, he 
issued his own threat to his backbench that their loyalties lay with 
the Party’s rules on caucus solidarity. You vote as a block, he said. 

“P’ve been in that caucus since 1991, and I’ve participated in lots 
of debates, and sometimes I’ve been on the losing side,” he said. 
“Every single time I walked out of that caucus room, I walked into 
the chamber and put my hand up with my Labor mates.” 

Iemma’s declaration earned him a strong rebuke from Foley, 
whose comments appeared the following day in The Daily 
Telegraph. “What is Morris suggesting? That the Labor party will 
expel MPs who vote in accordance with the Labor Party policy?” 
he said. “The Party will actually honour, not discipline, those MPs 
who find the courage to follow the policy of the Party. It’s a bit rich 
for Morris to deliver a homily on solidarity when he himself is 
repudiating 117 years of it.” 

Labor didn’t enjoy a majority in the Upper House, the Legislative 
Council. It held 19 seats, with the Coalition commanding 15S. 
However, the balance of power swung between the four Greens, two 
Shooters and two conservative Christian independents. The 
government needed 21 votes out of 41 to pass legislation, with the 
president, a Labor MP, holding the casting vote. 

The Greens would not support the bill. And the Shooters, who 
had a large constituency of members working in the power industry 
in the Hunter Valley, could not support it. Even assuming he could 
get the support of the two Christian independents, Reverends 
Gordon Moyes and Fred Nile, lemma could not afford even one of 
his own MPs to cross the floor. And two had just said they would. 

On Thursday May 8 after a joint party-room meeting of the 
NSW Coalition, the Opposition leader, Barry O’Farrell had 
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announced that the Liberal Party would support the privatisation if 
the government met a number of conditions. They hadn’t worked 
out what those conditions would be yet, aside from one. They 
wanted the NSW Auditor General to vet the legislation first. 

O’Farrell had come under intense pressure from the business 
community and some in his own Party room to support it, in 
particular his finance spokesman and member for Manly, Mike 
Baird, a former investment banker. John Howard had also made his 
views known privately. He believed O’Farrell risked serious damage 
to the Liberal Party brand if he didn’t back it. But O’Farrell also 
had to deal with his Coalition partners, the NSW Nationals, who 
were deeply opposed to the sale. 

Privatisation was a cornerstone policy for the Liberal Party. That 
appeared enough to convince Costa they would support it. That, 
and a corridor meeting he’d had with O’Farrell, when O’Farrell 
gave him a firm indication the Liberals would not block it in the 
Upper House. 

What Iemma and Costa hadn’t counted on was that Robertson 
had made approaches to the Liberals. As if it were possible, NSW 
had just become even weirder. Iemma hadn’t conceived the 
possibility that a union leader might seek to encourage a Liberal 
Opposition to vote down Labor government Bills. 

Any doubt in lemma’s mind that Robertson was seeking a 
bizarre union-Opposition alliance to roll him was confirmed on 27 
May. Robertson was seen meeting in a café opposite Parliament 
House with Mike Gallacher, a Liberal MP and the leader of the 
Opposition’s business in the Upper House. Robertson and Gallacher 
were old mates. 

Gallacher was a former police detective and police internal 
affairs investigator, and he had also been a graduate of the Trade 
Union Training Authority, the only Liberal MP with a trade union 
background. He had met Robertson through Costa when he was 
head of the Labor Council and Robertson was his deputy. They had 


become mates during the workers’ compensation campaign, when 
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Robertson blockaded parliament against Carr’s controversial 
reforms. Gallacher was then the Opposition’s shadow industrial 
relations minister. 

Robertson knew that Gallacher was one of the Liberal MPs in 
the Opposition party room opposed to the electricity sale and he 
broached the subject with his mate. He wanted to know where the 
Liberals were headed and if there was a chance they might oppose 
the legislation. They also discussed Iemma’s leadership. Robertson 
told him he thought it was terminal. 


ON JUNE 4, Iemma returned from a 10-day trade mission to China 
and introduced the legislation into the Lower House, the first bill 
to enable the privatisation and a second to establish a Community 
Infrastructure Fund into which the proceeds would be paid. The 
legislation was so broad that it allowed not only for the leasing of 
the generators or an IPO but the option to sell the lot. 

Costa delivered the second reading speech on the bill in the 
Upper House that afternoon. And there the bills sat for two weeks 
while Iemma and Costa worked out how they would get them 
passed. But by then it had already become an academic exercise. 
Iemma’s leadership was already being unwound. 

And another crisis was looming that would leave the Iemma 


government gasping for oxygen. 
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CHAPTER 20 
ee 


lguanagate 


OHN DELLA BOSCA was becoming an issue for Iemma. At 4 

pm on Saturday June 7, the Premier’s phone rang. He was in the 
middle of the women’s apparel section of a local Myer store with 
his wife. It was a long weekend and they’d gone to their secret 
hideaway on the New South Wales south coast, and were taking 
time out for some shopping. 

He saw it was his chief of staff, Josh Murray. It meant bad news. 
And it was. 

“You’re fucking kidding,” groaned Jemma. 

Two weeks earlier, Della Bosca had informed parliament that he 
was about to lose his his drivers’ licence for accumulated speeding 
offences. Considering he lived on the Central Coast, an hour or so 
from Sydney, the question had been raised: how could he discharge 
his duties as a minister? He informed parliament he was quite 
capable of walking. 

For lemma it was getting beyond a joke. He had calculated that 


a political disaster dropped in his lap without fail once every three 
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months, He had spoken to Della Bosca about the licence issue and 
reminded him how unhelpful such incidents were, particularly when 
the government was in crisis. “When is it going to end John?” he 
had asked Della Bosca rhetorically, 

But that afternoon Murray called his boss about another but not 
entirely unrelated matter. He told him a story about what later came 
to be known as Iguanagate. 

It was the previous night, a cool evening on the Gosford 
waterfront at the Iguana’s Waterfront Bar and Brassiere, which 
claims to be the premier nightspot on the NSW Central Coast. For 
the “Clintons of the Central Coast”, as Della Bosca and his wife 
Belinda Neal had pejoratively come to be known, it was a favourite. 
That night the couple were at dinner with a friend of Neal’s, 
Christine Calbert, to celebrate Calbert’s 50th birthday. 

Despina Karlsson, an industrial officer with the Textile Clothing 
and Footwear Union, was with them, as was Neal’s media advisor, 
Chris Keating, and another staffer, Melissa Batten. Della Bosca’s 
driving licence had yet to be formally suspended. All the same, he 
had publicly promised Iemma, and had informed parliament on May 
13, that he had ceased driving, pending formal notification from the 
Roads and Traffic Authority of a six-month licence suspension. 

What started out as a pleasant evening on June 6 ended in an 
argument between staff and the Della Bosca-Neal entourage after 
they were asked to move to another table. The quarrel was then 
alleged to have spilled over into the car park. To defuse the 
situation, Della Bosca claimed to have jumped into his wife’s car 
and driven them home. 

Within 12 hours, the incident had leaked to the press. Della 
suspected a Liberal member who worked at the restaurant. At 2 pm 
on Saturday, he rang Iemma’s communications director, Glenn 
Byres, who was enjoying lunch at his favoured eatery at 
McMahon’s Point. 

“Hi it’s Della. I just rang because I wanted to let you know about 
something funny that happened last night,” he told Byres. “Oh, and 
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Channel 7 are onto it.” It w 


as the word funny that got Byres 
worried, 


Della Bosca then took him through the story. He and Neal had 
driven to the restaurant from their home in the Central Coast 
suburb of Woy Woy. They had wound up in an argument with the 
restaurant staff and had complained to the supervising manager that 
they had been treated rudely. Della Bosca assured Byres they had 
done nothing wrong. 

“Yes, but you drove the car,” Byres said. 

“Well technically I haven’t lost my licence yet. The suspension 
hasn’t gone through. I’ve still got my licence. I thought it was best 
to defuse the situation and get out of there.” 

He told Byres that a reporter from Channel 7 had confronted 
him that morning at a principal’s forum at Burwood in Sydney’s 
inner west. He also told Byres he had given a statement to The 
Sunday Telegraph, to the effect that he and his wife had been treated 
rudely. Byres’ concern was not the alleged argument but the fact 
Della Bosca had driven the car, which, although within his rights to 
do so, could be politically troublesome. | 

“Have you spoken to Morris yet?” Byres asked him. 

“Noa PTH call him.” 

That’s when Byres called Murray, and Murray called “the boss”. 

“Well, we can sack him,” growled Iemma. 

It took Iemma several minutes to calm down, by which stage 
thoughts of dumping Della Bosca faded and he told Murray to 
check if he had officially lost his licence. “It doesn’t matter what 
happened in the restaurant, let’s just confirm he does have a licence 
... how do you do that?” asked Iemma. 

Privacy laws restricted them getting access to the Roads and 
Traffic Authority database. They had to rely on Della Bosca’s 
statement to the parliament when he said that the suspension had 
yet to take effect. | 

Della Bosca finally called Iemma later that night to reassure him 


that the incident was being blown out of proportion and that he and 
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his wife had done nothing wrong. And that furthermore, the 
restaurant was giving them an apology. 

To Iemma, that should have been the end of it. It could only be a 
story with a couple of days in it at the most. But this wasn’t lemma’s 
cross to bear alone. That Neal was involved made it a federal issue 
and not an insignificant one. Iemma had clung to the hope that, by 
the weekend, it would all be over. That was until Rudd got involved. 

The Prime Minister was preparing to fly to Tokyo for five days 
of bilateral talks with his Japanese counterpart Yasuo Fukuda when 
the story broke. So he left the initial response to his deputy, Julia 
Gillard. Like Iemma, Rudd was hoping it would go away. But by 
the time he had arrived in Japan, the issue had blown up. 

Rudd was forced to confront it, whether he liked it or not, when it 
became obvious that Neal was the target of a vendetta. Fresh 
allegations had been published that Neal had kicked an opponent 
during a local soccer game and had been sent off. Rudd revealed from 
Tokyo that he had phoned Neal to talk about her alleged behaviour. 
“I spoke to Belinda Neal today and said to her that there appears to 
be a pattern of unacceptable behaviour here,” he said. “She has 
indicated that as a result of our conversation she’ll be actively receiving 
counselling to assist in her own management of her relationships with 
other people. None of us are guaranteed a future in politics.” 

Iemma and Rudd were tied to the same political misfortune, 
which Rudd noted was yet another problem arising in NSW. But for 
Iemma it would get worse. Police had been called in to investigate 
a series of conflicting statutory declarations that had been signed by 
witnesses to the incident. 

By the following Friday, Black Friday, June 13, lemma decided 
he had to act, especially in light of the headlines in The Daily 
Telegraph that Party officers were conspiring to sack him and install 
Carmel Tebbutt as premier and Nathan Rees as her deputy. 

Rees rang Iemma to deny the story and told him he had nothing 
to do with it. Of course he hadn’t. The story was wrong: it was Rees 


they were planning to install as leader. 


183 


BETRAYAL 


lemma’s more immediate problem was what to do about Della 
Bosca. It was only two months since the man had stood next to him 
at a media conference and refused to deny a desire for Iemma’s job. 
lemma called Byres and Murray into his office before he phoned 
Della Bosca. He wanted witnesses and he put Della Bosca on 
speaker phone. “The media are determined to beat you around the 
head. This won’t go away,” said Iemma, before telling Della Bosca 
that he was standing him down from the ministry pending an 
outcome of a police inquiry into the sworn statements. 

Both Della Bosca and Neal were later cleared of any wrongdoing 
by both the Commonwealth Director of Public Prosecutions and 
NSW Office of the Director Public Prosecutions. 

But at the time, Della Bosca reluctantly agreed to stand aside and 
Iemma called a media conference for 2.30 pm. It was an all-too- 
familiar refrain for the Premier and now an established routine for 
the press gallery, which used to joke about what manifestation of 
disaster could possibly come next. “I am standing John aside on this 
basis: that is, the faxing and his drafting of the apology was not in 
[his] report,” the Premier said, not even attempting to conceal his 
frustration. “For the sake of completeness and detail I believe ... it 
does require that he stand aside from his duties as a minister. I did 
ask for a full and detailed account and as you know I do appreciate 
detail when it comes to issues. It ought to have been there.” Della 
Bosca’s future, Iemma said, rested on the outcome of the 
investigation. When he was finally cleared, Della Bosca was invited 
back into the ministry. But the political fallout from the event, 
which had been played out in the media on a daily basis for 12 long 
weeks, was crippling for lemma. 

lemma had become the image of a man deeply distressed. His 
complexion had shifted from fresh to pale. He would sit in his 
office, barely speaking, or leaning back into his chair with his legs 
up on his desk. He suffered allergies and was possibly sleep- 
deprived. But his staff wondered whether there was more to it. That 


was certainly the impression of those closest to him. 
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lemma’s own perspective was that he had simply become 
desensitised to the ongoing affairs. There had been so many 
instances involving the alleged behaviour or personal failings of 
ministers or caucus members that any new incident was no longer 
a shock. He mused over the fantasy that one day the disasters would 
come to an end. 

Iemma’s fears about the public’s faith in his government to 
manage their affairs were confirmed in the government’s own 
research. The first results from focus group studies on the 
privatisation issue in regional and rural areas had begun to filter back. 
The message from voters was that if the facts were that the sale was 
vital to secure power supplies then it was acceptable. However, the 
general feedback asked: “Can we trust the government?” 

Iemma was growing increasingly despondent. It seemed that 
every time things started to look up, he would be belted back into 
despair by a member of his Cabinet. Some of Iemma’s staff started 
to mistake his aloofness for depression. “Don’t be surprised if one 
day I just pull the pin,” one of his staff recalled him once saying. 
“It’s just too much sometimes ... you have no idea what it’s like.” 

But if they thought he ever gave consideration to chucking it in, 
they were wrong. Dead wrong. He would not allow events to 
overtake him. If he couldn’t get his electricity reforms through, then 
none of the torment, the brutality of the fight, would have been 
worth it. 

At the same time Treasury secretary John Pierce was pushing the 
government hard on power privatisation. He had advised lemma on 
June 12 that the legislation needed to get through the parliament by 
the end of August at the latest if they wanted the first trade sale, for 
Energy Australia, to be enabled by early December. Waiting any 
longer would get messy. Prices would be affected and the bidders 
would start to become impatient. The global economic crisis was 
already creating uncertainty. “You would need to get enabling 
legislation to parliament in the first week of August. Otherwise, the 


first one can’t happen this year,” Pierce told him. 
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Sock, ae was agreed. But lemma still had a significant road 
rebel MPs. And they were becoming increasingly jumpy over 
the threats from union officials, approaches from head office about 
leadership changes, and waking up far too frequently to a new 
scandal involving one of their colleagues. 

The following day, while Iemma was dealing with Iguanagate, 
Pierce went to level 10 of Parliament House to meet with the leader 
of the Opposition, in a bipartisan gesture on Iemma’s orders, to 
start briefing them on the proposals. O’Farrell told Pierce that he 
accepted the argument about the timing of the sale. He also 
accepted the need to stop talking down the sale or risk destabilising 
the process. Andrew Stoner, the Nationals leader, said he would 
need to go back and discuss it with his members. Pierce reported 
back to Costa and Iemma that there appeared to be an in-principle 
agreement from the Opposition that they would support the 
legislation. 

On June 19, with only another two weeks of parliament before 
a two-month winter break, Iemma introduced a third Bill. Entitled 
the Auditor General (Supplementary Powers) Bill 2008, it required 
the Auditor General to review the sale. It was passed by both 
Houses without dissent and with the support of the Opposition. 

The other two Bills still sitting in the House, waiting to be 
debated, were put on hold pending the outcome of the Auditor 
General’s findings. A favourable outcome would lock the 
Opposition into lending their support, and lemma wouldn’t have to 
worry about his own MPs. When the parliament rose at the end of 
June for nine weeks, the Upper House passed a rare resolution to 
allow the president to recall parliament before the next scheduled 
sitting. It was a sign that Iemma intended to push ahead as soon as 
he could. 

lemma and Rudd had not found it necessary to talk about 
Iguanagate; not a single conversation. But that wasn’t surprising 
considering the two barely spoke at all. Any time Iemma called the 


Prime Minister’s office, he would only get as far as Epstein. 
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The next time they saw each other was on July 3, when they 
sat across a table at the Intercontinental Hotel in Sydney for 
another COAG session. The formal veneer of the leaders’ meetings 
rendered a false image of collegial spirit. The participants would 
all smile for the cameras afterwards and sign gushing documents 
of cooperation. 

Iemma was still smarting over the federal Budget in May. Rudd’s 
intimation in March that there could be a significant one-off 
payment for NSW to kick-start the infrastructure projects had 
amounted to a measly $75 million to help fund a feasibility study. 
Costa had rung Swan on budget night to ask him what had 
happened. Swings and roundabouts, Swan told him, swings and 
roundabouts. Nevertheless, Iemma, in the spirit of co-operation the 
following day, had to publicly praise Rudd for the federal 
government’s commitment of funds. For Iemma, it was like 
swallowing vomit. 

Costa was seated next to Iemma during the COAG meeting, in 
earshot of the Prime Minister and in his line of sight, which made 
Iemma uneasy. He could see that Costa was still scribbling down 
Ruddisms on a hotel notepad: No bonanza at the end of the road; 
The political script; Scribes take this down; I’ve got to zip. All were 
added to the Costa’s growing list of phrases the Prime Minister liked 
to repeat. By now, some of the federal bureaucrats and all of the 
NSW Treasury officials were in on the joke and would snigger when 
Costa passed back notes to his staff with one of the phrases 
scribbled down. 

The relationship between Canberra and NSW was by then, 
unofficially, at freezing point. Rudd’s Education Revolution had 
come up again just three days before the COAG meeting, in what 
lemma and Costa believed was a “black ops” exercise — a 
deliberate leak by the Feds to embarrass NSW. 

Swan had been in the Channel 9 TV studio recording an 
interview for the Sunday program. A Swan staffer had left behind 
a set of documents that were highly critical of Costa and the NSW 
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Government for their refus 


al tO co-¢ i ‘ 
documents w perate with Rudd. One of the 


‘ as a letter from Cost 
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ithdraw from Participating in the 
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a to Swan threatening to 
Computers in Schools program. 
ained that NSW was putting the $1 


without telling the other states. 


Anot | 
her document, an email sent to Epstein by Rod Glover, a 


staffer in the Pri inister’s off; ; 
me Minister’s office, claimed that the entire national 


pita rma promise would collapse because of NSW. 

> oeng unreasonable and his behaviour would only 
encourage the other states to ask for more money. Rudd and Swan 
were probably not aware at the time that some of the other state 
premiers and treasurers had been privately asking Costa to push the 
issue on their behalf, for that very purpose. 

The email also recommended that Rudd call Iemma to sort it 
out. When he did, it wasn’t the policy he was concerned about as 
much as it was Costa. The NSW Treasurer had publicly declared in 
a newspaper article on the morning of July 2 that the NSW 
Government was happy to help deliver Rudd’s election promises for 
him but wasn’t going to do it at the expense of NSW taxpayers. 

“I just rang to tell you that you’ve got to do something about 
it,” demanded Rudd the morning the article appeared. 

“Sorry? About what?” asked Iemma. 

“Your fucking Treasurer. You’ve got to do something about 
him.” 

WHILE THERE was growing unease in Canberra about the 
consequences of the May conference — for the ALP generally, 
federally and in other states — there had still been no offer of 
support from Rudd. Rudd and Gartrell were uncomfortable about 
the perception that a Labor premier had been seen to be rolled by a 
union mob. They shared the view that the Party platform was an 


ideological pathway for the parliamentary leadership to develop 
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policy, not a narrowly defined rule book to be used to punish 
parliamentary leaders. 

But it was still a political issue that Gartrell was advising Rudd 
to stay away from, in spite of growing chatter about a formal 
request for intervention to the national executive, which had last 
met on June 20 and was not due to meet again until September. 
Gartrell, for one, was never convinced that Iemma would even 
succeed in getting a positive outcome from the national executive. 
Arbib, the national convenor of the Right and arguably the most 
powerful member of the executive, commanding the biggest bloc of 
votes, did not want it even discussed at national executive. And 
Gartrell did not want Rudd to be in the embarrassing spot of having 
the casting vote if it did ever make it onto the agenda. 

That was also the advice that South Australian Premier Mike 
Rann gave Iemma when he called to sound him out about federal 
intervention. Rann was a good mate of Iemma’s and was on 
rotation as the National President of the ALP. And although he sat 
on the executive he did not have a voting right. Bob Carr had 
already flagged the issue of federal intervention in early May, 
claiming that any threats by unions against sitting Labor MPs was 
an automatic trigger for the national executive to intervene. 

Iemma asked Rann about writing to the national executive to get 
a formal endorsement that his privatisation policy conformed to 
Labor’s National Platform. 

Rann told Iemma that the risk was too great for him. If the 
national executive rejected the request, it would have been 
considered a slap in the face and Iemma would have been left with 
little choice but to resign as premier. [f he won, he would get his 
policy through. If he lost, he would not only fail on the policy but 
would also most likely be forced from his job. 

For lemma, time was running out. And so was the government’s 
goodwill. lemma believed, through no fault of his own, that he was 
presiding over an administration fettered by scandal. Whatever the 
outcome of Iguanagate, he felt that he had been sapped of whatever 
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moral authority he had left as premier to oversee the reforms and 
changes he wanted to achieve. He had been hoping for a clear run 
to get the message out about why the electricity reforms were 
important but how could he do this when every other day there 
were new allegations in the media involving someone in his 
government? 

It seemed to him, that he had become captain of a ship of fools. 
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In search of a leader | 


OPE BENEDICT XVI held his flapping zucchetto in his hand as 

he sailed up a breezy Sydney Harbour aboard the 60-metre MV 
Sydney. Half a million people had lined the shores of Port Jackson 
on July 17 just to catch a glimpse of the diminutive figure as he waved 
from the Papal flotilla. About 150,000 of them were crammed onto 
the overseas passenger and freight terminal at Barangaroo, on the 
western foreshore of the CBD, to await his arrival at 3.45 pm. Paul 
Keating, Barrie Unsworth and Mike Rann (the only one of the three 
not a Catholic), were milling around among the pilgrims. Within 
eyesight but not earshot were Rudd and Iemma, waiting to officially 
welcome the Pope for the start of World Youth Day. 

When the cries of “Benedetto! Benedetto!” subsided, Unsworth 
and Keating got to the crisis in NSW. They discussed an emergency 
approach to the national executive, calling on it to arbitrate. They 
discussed Arbib; that he might take care of it. 

Unsworth particularly believed that the crisis had reached a stage 


where action had to be taken to save the Party. Iemma was receiving 
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calls daily from MPs claiming to have been threatened by one union 
official or another. Even Robertson had to pull one of his own 
officials at Unions NSW into line and caution them about heavy- 
handedness. On that basis alone, there appeared to him a clear 
mandate for the national executive to act, to at least reaffirm that 
decisions of caucus were binding on its members. In effect, 
Unsworth believed that Rudd should intervene to protect sitting 
Labor MPs who voted with their government. 

Unsworth was also canvassing an even broader intervention. 
He told Rann, South Australia’s Labor Premier, that he intended 
to raise a proposal to have the national executive not only get 
involved but also put the NSW State Labor branch into 
administration in order to protect the government. Unsworth was 
one of an elite three-member panel of the federal ALP’s National 
Appeals Tribunal. He had been nominated for the position by 
Arbib and had only been reaffirmed just a month earlier at the 
national executive meeting of June 20. The appeals body sat above 
the national executive as an investigative body, set up to establish 
an internal legal process for the Labor Party and afford it some 
protection from being dragged through the civil law courts over 
disputes. 

What Unsworth was proposing would effectively dissolve the 
NSW Party’s administrative committee, neutering Bitar and the 
union officials on the NSW executive body, the 34-member 
administrative committee. Ironically, he believed Arbib had a hand 
in the plot to bring down Iemma. He was convinced by then that 
electricity was no longer the issue and the NSW government was 
about to be upended if the Party did not get involved at a federal 
level. 

Rann was also then National President of the Party, but he was 
reluctant to take such a radical step. His term was due to expire five 
months later. As he had already told Iemma, he was concerned that 
a rejection by the national executive could be a lethal weapon in the 


hands of lemma’s enemies. 
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Two days earlier, Unsworth had advocated a formal split in the 


NSW Right, to form a new faction to target Bitar and remove him 
as Party secretary: 


What we want to do is examine what we set up Centre Unity [the 
NSW Right] for and where it’s going and, if necessary, make a 
general appeal to the Party membership,” he said.” “[Bitar and 
Arbib] have been in the Party less than 10 years and if they’d look 
back over history, they’d realise disunity is death. 

The elder statesmen of the Party should come together to have a 
look at what has happened to the Party in its last 30 years, look 
where it is at the moment — controlled by a group of younger, and 
in my view inexperienced, members — and have a look at the real 


issue. That real issue is keeping Labor in government. 


EARLIER, ON July 8, Costa had been scheduled to host an ALP 
fundraiser, called The Business Dialogue, at Aria restaurant at 
Circular Quay, with federal MP and assistant Treasurer Chris 
Bowen. Bitar had organised it. These dinners had originally been 
started by Roozendaal as a legitimate way to fill Labor coffers by 
selling corporate memberships up to $110,000 a year, for which 
sponsors would get exclusive access to federal and state ministers. 
Costa had become a draweard for the events. His unique political 
style and sharp analysis of the economic environment were a hit 
with corporate NSW. Personally, Costa couldn’t have cared less 
about the events; he always felt like a performing seal at them. 

At 6 pm, two hours before the dinner was due to start, Costa 
dictated a letter to his chief of staff, Mat Jones. Effective 
immediately, he was applying a self-imposed ban on his attending 
any future fundraisers. He then asked Jones to fax it to the ALP 
head office, and to the newsroom of two newspapers. “I cannot in 
good conscience at this time attend an event under the auspices of 
NSW ALP head office,” it read. “The NSW ALP head office 


machine, it appears, with the acquiescence of its general secretary 
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Karl Bitar and his mentors and supporters, has embarked on an 
unprecedented and underhanded campaign to destabilise the 
recently elected NSW Government and its premier. Needless to say, 
many of the policies these faceless people would like to see 
implemented are anti-business and would jeopardise economic 
prosperity in NSW.” 

Iemma was at a loss to know how to deal with a new and 
unexpected problem. He convened a crisis meeting. Obeid, Tripodi 
and Costa were ordered to Iemma’s house. He had asked Eamonn 
Fitzpatrick, his former advisor and someone he trusted more than 
most, to come too. 

“So tell me again what happened. What did you do?” he asked 
Costa as they sat around Iemma’s living room. Iemma’s stress was 
visible. He had aged. His face was drawn, his hair looked greyer, 
thinner. 

“I wrote a letter to head office and told ’em I wasn’t going to 
their fundraisers any more,” Costa said. “Someone leaked it to the 
papers. I don’t how that happened.” 

“You've blown it up, you’ve blown it up!” Iemma said in 
exasperation. 

Costa then explained the strategy. He had wanted to expose Bitar 
and Arbib and their plans to topple lemma. He wanted to make it 
public. If lemma wasn’t going to tackle them head-on, someone else 
had to. 

That was fine, said Iemma. But at least someone could have told 
him about it. 

“Look, if you have to reprimand me, reprimand me,” Costa 
replied. 

“So I can reprimand you?” 

“Yes, yes,” said Costa, raising his voice. “Don’t you get it?” 

He got it. He just didn’t believe it. 

At around 9 pm, Obeid returned to his Hunters Hill home, and 
Tripodi, Costa and Fitzpatrick drove to the Bankstown Sports Club, 
the centre of gravity for Sydney Labor. It was where Keating had 
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delivered his “sweetest victory of all” speech in 1993 and where 
Keating’s father Matt had the occasional drink. It was where 
Graham Richardson also conducted many of his infamous factional 
deals. 

“Was that our premier?” said Fitzpatrick, pulling up a stool 
around a table at the Sports Bar. 

“I don’t know if he is up for this fight,” said Costa, with his 
hand around a glass of Coke Zero. “It’s like he doesn’t think it’s 
real.” 

They were worried about Iemma. They hadn’t seen him like this 
before and didn’t think he fully appreciated the situation. 

But again they were misreading him. What Costa and the others 
didn’t know was that Iemma had been dealing quietly and 
methodically with the campaign to undermine him. He was well 
aware that he was being targeted by head office and Arbib. Bitar 
had told him to his face. But from April, Iemma had started secretly 
meeting with other loyal members of his caucus, and there were 
many, who would feed him intelligence on what the Party officials 
were up to. lemma had known that he was never going to beat the 
machine, so his only hope was to lock in his caucus behind him. 

What Costa didn’t take into account was that every time he 
made one of his well-intentioned public outbursts it eroded lemma’s 
caucus support, not to mention Iemma’s patience. Costa made 
caucus nervous. The good cop, bad cop routine didn’t work with 
the MPs. They were too cynical. But lemma knew that Costa’s 
actions were honourable and never doubted his support. He simply 
had to make allowances for his unusual style. 

The following morning, Iemma returned a missed call from Tony 
Stewart. 

“Do you realise what is going on?” Stewart asked Iemma. “They 
are manoeuvring to replace you. You’ve got to reshape this 
electricity package, do a deal with the unions and, more 
importantly, sack Costa.” 


“I can’t do that,” said Iemma. 
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“Well, there are significant problems with him and you have just 
had a bullet put in your head after conference.” 

Stewart had met with Bitar that same morning, in his office in 
Sussex Street. Bitar had already spoken to a number of other MPs 
about replacing Iemma. He rattled off some of the names: Geoff 
Corrigan, Graham West, Phil Costa, Tanya Gadiel and Paul McLeay, 

“Things have gotten worse,” Bitar had told Stewart. 

He leaned out of his office chair, pulled a set of documents from 
a drawer and waved them in front of Stewart: the results of his 
polling research, which he said showed Iemma was history. They 
needed to seriously think about a replacement, he said. 

Bitar went through the alternatives. Carmel Tebbutt didn’t want it, 
and there were concerns about whether she was up to it. He put 
forward the Planning Minister and former Sydney Lord Mayor Frank 
Sartor’s name. He had been the most popular mayor Sydney had 
enjoyed, but as a Minister in the Labor government, he was considered 
a maverick. Reba Meagher’s hopes of ever becoming the first woman 
premier had been killed off by the crisis in Health. John Watkins was 
still a possibility but they didn’t think he wanted it and he too was 
now tarred with the same brush of unpopularity as the others. 

Bitar then mentioned Nathan Rees. Until then Stewart had heard 
rumours that head office had been grooming the newcomer but he, 
like others, had assumed it was a joke. 

“Mate, he is undercooked,” said Stewart. 

Bitar told him that they had already started getting him to dress 
like a leader. The Party makeover artists had also changed his suits 
and ties. 

“Mate, it won’t fly. For a start, he is from the Left. It will have 
repercussions,” Stewart argued. 

“He has agreed to be non-factional,” said Bitar. Like Wran had 
done. It was possible. 

“Mate, he won’t be able to sever those umbilical cords,” Stewart 
protested. 


Bitar told him firmly: “We will sever them for him.” 
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THEY WERE already there when Costa arrived. “What? I didn’t 
know he was going to be here,” Costa muttered when he saw Bitar 
in Eddie Obeid’s office. Behind him, Tripodi was leaning back into 
a sofa. 

Obeid had called Costa to his office but hadn’t told him why. He 
had promised Bitar that he would sort things out, following Costa’s 
attacks on him through the press. It was quickly evident that it was 
a mistake to have even tried. 

“You’re a disgrace,” Costa snapped at Bitar before Obeid even 
had a chance to try setting some ground rules. “I know what you’re 
doing!” 

“Fuck off,” Bitar yelled back. “I’ve got to think of the Party. | 
support Morris, but he can’t win and I’ve never told MPs not to 
support Morris.” 

Tripodi was riveted to his front-row seat at the circus. 

“OK, let’s write it down,” said Costa, pulling a piece of paper 
from Obeid’s desk. He scribbled a statement: “I, Karl Bitar, support 
Morris Iemma. Secondly, I have not been canvassing MPs about 
supporting Nathan Rees.” 

He shoved the paper towards Bitar, who was starting to shake 
with rage. Bitar ripped it up and threw the pieces back at Costa. 
“Who do you think you are? I’m not signing that. Pm the general 
secretary. I don’t have to take this. I’ve never been so insulted. No 
one has been more loyal to Morris than me. It should be you who 
is signing this, not me.” 

“Pve seen general secretaries before, but you’re pathetic!” 
finished Costa. 

By then Tripodi was upright and trying to calm Bitar. It was clear 
to everyone in the room that only two solutions were possible. 
Either the leadership of the government or the leadership of the 
Party had to go. There was no repairing the relationship. 

Bitar walked out disconsolate but even more committed to his 
cause. When he had gone, Costa turned on Tripodi and Obeid. 
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“What are you talking to him for?” he accused them. “You 
know he and Arbib are out to get you blokes as well. They are no 
friends of yours. It’s not just about Morris.” 

Costa reckoned that the campaign to roll Iemma was as much a 
turf war between the Arbib-Bitar camp and the Tripodi-Obeid 
clique for control of the parliamentary wing of the NSW Right. 

“They are just trying to draw you into the anti-Morris camp,” 
said Costa. “You can’t trust ’em.” 

Obeid said he was well aware of what was going on. “We need 
to know what they are up to, Michael,” he said. “We need to talk 
to them.” 

“Well, anyway, what’s with this Rees?” said Costa. “On what 
basis are you supporting this bloke? 

“Head office wants him,” replied Obeid. “We’ve got to think 
about what happens if Morris goes.” 


“He’s not going anywhere!” Costa declared. 


TO IEMMA, the situation had become ridiculous. Three years 
from an election, yet Party officials had written off the leader. It 
didn’t make any sense to him. Carr had been in the same situation 
in 2001, yet won in 2003. Any Party hack could tell you about 
mid-term polling slumps. It was a natural cycle. lemma came 
to the conclusion that they would now use any excuse to get rid 
of him. 

On July 18, the day after the Pope’s official welcome, one of his 
ministers had phoned: Nathan Rees and Tony Stewart had been 
seen walking out of the Bankstown Sports Club together. The pair 
had been scheduled to meet in Bankstown, to hand over a $235,000 
cheque for the local State Emergency Service Unit. Stewart was the 
local member, and Rees the minister responsible. 

Rees had earlier called Stewart, telling him he had something he 
wanted to discuss. They had arranged to meet at the club 
beforehand, at 8.45 am, and snuck upstairs to the Piano Bar, which 


was empty. 
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“Are you aware that I have been approached about you?” 
Stewart asked him, 

“Well, that’s why Pve come to see you,” replied Rees. 

Stewart told him bluntly that he thought he didn’t have the 
experience. Not just that he was only 40, but that he had been in 
parliament less than 18 months. 

“You’re wrong, I can do it,” replied Rees. “I can do this and I 
can carry it off better than Morris. I'll reshape the electricity 
package straight away. I know how to sell it better.” 

Stewart told Rees it was not a matter of giving him support. 
Stewart said he needed to get to know him better. Rees then asked 
Stewart to sound out his caucus colleagues about the idea of Rees 
becoming premier. 

“You should talk to Amery,” Stewart said. | 

But Amery wasn’t interested. He thought Rees would be a disaster. 

Three days later, Rees made a similar approach to Paul McLeay, 
a right-wing backbencher, member for the southern Sydney seat of 
Heathcote and son of Leo McLeay, the former ALP warlord and 
Keating government minister. Paul McLeay’s wife Cass Wilkinson 
had worked briefly for Rees as a policy advisor. When her husband 
enquired about him, she said she thought he was a “nice enough 
guy”. Rees’s reputation for temper tantrums and demeaning 
treatment of bureaucrats had not yet reached the ears of the MPs. 
No one really knew much about him at all. 

McLeay had been in to see Rees about some problems he was 
having with the Mayor of Sutherland Shire over emergency services 
issues involving his electorate. When they had finished, Rees asked 
him to stay back for a chat. What would he think of the idea of 
Rees becoming premier? 

“Why do you want to become premier?” McLeay asked him. 
“What would you do?” 

“I can win,” Rees responded. 

“Yeah, that’s fine, but what is it that you will do? I mean, Labor 


premiers have to stand for something.” McLeay was upfront with 
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him. Iemma was a mate and was close to his father. “I’m Sticking 
with Morris,” he said, ending the conversation. 

McLeay was often regarded as the bridesmaid of the caucus, 
always the next in line for a ministry, only to be passed over for 
someone else in the queue. “Next time, next time,” Obeid and 
Tripodi would tell him. 

Despite that, McLeay told Bitar the same thing he told Rees. 
“Iemma is never going to resign. And I’m sticking with him.” 
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Digging in 


HEN MICHAEL COSTA had told Iemma, after winning 

their election, that he was prepared to take the heat for the 
government’s reform agenda and resign once it was through, lemma 
had looked at him as if to say, “I don’t understand. You may as well 
be speaking Chinese.” Iemma couldn’t countenance that someone 
would be prepared to give up a life in politics. What other life was 
there? 

One of Iemma’s problems was that when things were going 
wrong, he often thought aloud. People had a tendency to believe 
him when he would say he’d had enough. But his actions 
portrayed anything but a man about to throw in the towel. By 
late July he had started turning his mind to resurrecting his 
leadership through a Cabinet shake-up. There would be 
significant casualties. 

Inside the Commonwealth government block, directly across the 
street from the NSW government office tower, Arbib, now a senator, 


was working around boxes in his new office. He, more than anyone, 


201 


BETRAYAL 


knew that Iemma was not going to be easily pushed out of the 
leadership. 

He had been a member of federal parliament for less than 48 
hours when he asked Peter Barron to call Iemma with an offer of 
assistance. 

“Help? Help with what?” Iemma asked Barron when he called. 

“Mark’s just saying that he is willing to help if you need it,” 
Barron said. He told him that he was wrong to see Arbib as 
someone implacably opposed to him. 

But as far as lemma was concerned, Arbib was the enemy and 
was only interested in shoring up his NSW power base. Whatever 
nuance could be spun, the fact remained that Iemma, Costa, Obeid 
and Tripodi were the major impediment to the goal of a new NSW 
Right controlled from Canberra. 

Iemma had also become deeply suspicious of Barron — some 
called it paranoid — following press reports that he and his close 
mate Graham Richardson had dropped their support for Iemma and 
were now working with Rees and head office to prepare Rees for a 
transition to leadership. Nevertheless, he found it amusing, 
considering Iemma hadn’t even spoken to Richardson for more than 
a year. “God, we used to pray for headlines like that,” said one of 
lemma’s staffers. “One of our problems had been a perception that 
Morris was a mate of Richo’s.” 

The VIP club lounge on the fifth floor of the Sofitel Wentworth 
Hotel in Philip Street was a regular haunt for the Labor ministry 
and had a rich political history of its own. It was not peonio to 
see the Premier sitting in one of the large leather chairs among 
scattered groups of the country’s corporate high-flyers. 

It was there that Iemma would finally meet Arbib. lemma was 
cool from the outset. There was no pretence of the mateship that 
once existed. They didn’t even shake hands and only barely 
managed to greet each other. Arbib got to the point. oa told Iemma 
that he was prepared to take the electricity privatisation to the 
national executive and he was confident he could get it through. 
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But, he said, the move would create such a riot among the NSW 
right-wing unions that Iemma would have no choice but to resign. 
“We will not be able to control it,” Arbib told him. “You might be 
able to get it up, and get the transport plan up, but you won’t 
survive it. You will have to step aside.” 

Iemma took it as an ultimatum — that Arbib would get the 
privatisation endorsed by the Party’s federal executive, with Rudd’s 
support, but only if he quit. 

“No. It ain’t gonna happen,” Iemma told him bluntly and stood 
up to leave. There was no point in Arbib even trying to convince 
him. “See you ’round,” said Iemma. The two haven’t spoken since. 

Frustrated with Iemma’s mulish unwillingness to see reason, 
Arbib called Mike Kaiser and Eammon Fitzpatrick. He thought that 
if Jemma wouldn’t listen to him he might be persuaded by his closest 
friends and political advisors. Maybe they could convince him to go 
quietly. It was another mistake that Iemma’s enemies often made: 
the loyalty he enjoyed from many of his caucus and his staff meant 
that they would not help in such a way. 

Arbib would strongly deny any suggestion he was involved in 
trying to unwind Iemma’s leadership. “That’s laughable,” he would 
say. It was Karl’s show. Or a side-show, as Frank Sartor liked to 
describe it. The former Sydney Lord Mayor was another of lemma’s 
ministers who Bitar had tried to peel away from the Premier in his 
campaign for leadership change in July. Sartor had been drafted into 
the Labor Party, and into parliament, by Carr. And he had often 
been spoken of as a potential premier, a reformer. He was close to 
Keating and he was a loyal Iemma-backer. 

Bitar and Sartor had arranged to meet on the second floor of the 
Sheraton on the Park Hotel for breakfast. Sartor had a chronic sinus 
problem which made him snort during conversation, and which 
could detract from what he was trying to say. Bitar found it hard to 
take him seriously. It was at this meeting that Bitar raised the notion 
of a spill in the caucus, a direct challenge to Iemma’s leadership 
from the floor of the Party room. 
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“C’mon, give the bloke a go,” said Sartor. “Let’s see if he can 
turn things around.” 

When it became obvious to him that Bitar was committed to his 
course of action, Sartor put forward another option: Sartor as premier. 

“Not now, not ever,” Bitar told him. Sartor was as toxic in 
voters’ eyes as any of the others in the senior ministry. His time as 
Planning Minister had damaged him. Bitar was also convinced that 
he could never deliver the numbers for him in the caucus. Nor did 
he want to; he didn’t like Sartor. 


ON JULY 11, Bitar confronted Iemma with an ultimatum. Since 
Costa’s public spray, a host of ministers had come out publicly to 
attack Bitar. For the first time in the Party’s history, the secrets of 
the Party’s inner workings were laid bare for all to see in a public 
brawl. It had to stop. NSW was becoming the laughing stock of the 
country and no one was amused, especially Rudd. 

Iemma was in his office, having just finished an interview with a 
newspaper journalist Andrew Clennell, when Bitar arrived. The 
timing was unfortunate. Iemma had been asked by the reporter 
about a rumour that one of his sons had been having health 
problems and that Iemma’s absence from home was contributing. 
The rumour crossed a line for lemma. Say what you like about me, 
but don’t go near my family. 

During the 2007 election campaign, one of Ilemma’s sons fell ill 
with a meningococcal-type virus while he and Santina were at a 
fundraiser at the Westin Hotel in Martin Place. They received an 
urgent call from Morris’s parents and raced home straight after his 
speech to take the boy to hospital. The incident, which had given 
lemma and his wife a profound scare, was kept under wraps. Iemma 
had mentioned it to only a handful of people, including Bitar who 
had since often asked him about his son’s recovery. As Bitar walked 
in, he’d hardly had time to draw breath when Iemma pounced and 
accused him of trying to undermine him by spreading rumours 
about his family. 
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That's bullshit, Bitar told him. He’d never spoken about Iemma’s 
personal life to anyone. By the end of the meeting, Bitar and Iemma 
were screaming at each other. Bitar told him that his position had 
become untenable. He had to go. “Either you go or I go,” said Bitar. 

“Well, Fm not going. You can get fucked.” 


AS THE NSW Right began its implosion, Luke Foley could sense 
the historic day when the Left would have one of its own as premier. 
But for the moment, it was not his fight. At the start of July he 
packed up his family and flew to Ireland for a holiday. 

It had been a turbulent year for the 37-year-old. The 2007 
federal campaign had been gruelling, and managing the affairs of 
NSW in the aftermath even more so. Foley had been one of the key 
Labor operatives to land the killer blow against Howard in the 
final days of the federal campaign. He and NSW Labor Senator 
Steve Hutchins blew the lid on a racist letterbox drop campaign 
conducted by rogue Liberal Party members in the former marginal 
western Sydney Liberal seat of Lindsay. The exposé rocked the 
Coalition and cost them the seat. There was a view it had also been 
the catalyst for the fall of a number of seats and the backlash 
against Howard himself in his own electorate of Bennelong. 

Foley felt he had earned the right to a holiday and took three 
weeks’ leave. He and his wife Adele took their two-year-old and 
eight-week-old daughters to Northern Ireland to visit Adele’s family, 
dairy farmers from County Tyrone. 

Foley had given only two people the phone number at the farm: 
Bitar and Rees. But it was only for emergencies. He had turned off 
his mobile. Yet he had barely stepped off the plane when the phone 
started ringing at the farm. Costa and Bitar had launched their 
crusade against each other through the pages of the metropolitan 
media. Bitar was beside himself. He wanted to bring on a spill to 
get rid of both Iemma and Costa. 

“We might have to do this ... you have to come home,” Bitar 
told Foley. 
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Foley had just flown to the other side of the world with his 
young family. He wasn’t about to leave them there, fly home, then 
tly back again to collect them later. “I’m not coming home on a 
wild-goose chase,” he told Bitar. “Adele can’t fly home on her own 
with two kids.” 

Consideration was given, if indeed the Party was on the brink of 
collapse, to bringing on an immediate challenge to Iemma. The 
problem for Foley and Bitar was that Rees refused to challenge 
Iemma outright. He would not take the job unless Iemma resigned. 
And there was no trigger to bring on a caucus spill or a vote of no 
confidence, the only ways of getting rid of a premier unless they 
expelled him from the Labor Party. And they were not about to do 
that. That said, Foley was aware of the potential for things to 
change rapidly. Playing on his mind was his honeymoon, the last 
time Foley had taken a long trip back to Ireland, in July 2005. 
While he was away, Carr had resigned. He didn’t want to miss 
another change of leadership. He and Bitar agreed to pull back and 
walt. 

Foley kept in contact with Carmel Tebbutt and Anthony 
Albanese, who were close friends. While Rees was also a mate, 
Tebbutt was Foley’s preferred option for the leadership. The two 
had a long-distance phone conversation that week in which Tebbutt 
made it clear that she would not support a move against lemma. 
Despite being from the Left, she was loyal to lemma and a friend. 
They had known each other for almost 20 years, since Young Labor. 
She told Foley not only would she not stand as a candidate but, if a 
spill challenge was brought against Iemma in the caucus, she would 
support him. 

“You need to understand that,” she insisted. “I will not be a 
candidate.” | 

Tebbutt was, however, prepared to come back to the Cabinet as 
a minister if required. She was disillusioned about the state of the 
government, a shambles, and she thought she could again make a 


contribution. 
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By the time Foley got back at the end of July, there was a 
growing sense that they were all heading towards an end game, a 
race to the bottom. Bitar was aware that Iemma would be difficult 
to budge while Obeid and Tripodi were still locked in behind him. 
He simply couldn’t get enough MPs to support a spill. Although 
lemma’s two sentries had a foot in each camp, they would never 
countenance switching unless they came to the conclusion that | 
lemma was going to quit or enough MPs began to change their 
mind about him. 


ON AUGUST 7, lemma went to Sussex Street to appear before the 
Party’s administrative committee. He was confronted by a handful 
of power worker protestors out front, shouting that his days were 
numbered. Inside, the 34-member panel, made up primarily of 
union officials, confronted Iemma about his defiance of the Party 
but then spent the rest of the meeting attacking Costa. 

Two weeks earlier Costa had attended the launch of a book 
published by the Black Dog Institute where he was invited to speak 
about how his condition related to the contact sport of politics and 
the current imbroglio within the NSW ALP. 

“It is a sport where aggression and ad hominem arguments are 
par for the course,” he said, “and the temptation is too great for 
people in politics to use any weakness as part of an argument 
around what I think is an illegitimate way of dealing with a policy 


issue.” 


Now, I’m big enough and ugly enough to take that, and I can take 
more than has been dished out. In fact, one of my children, my son, 
actually said to me on the weekend that I was a “hate sponge” and 
I actually like that analogy because I can take as much as people can 
dish out: it really doesn’t affect me. 

But politics being whar it is, the temptation for people, 
particularly those with very weak arguments, to attack people for 


conditions they have is overwhelming in many cases. 
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l just know that we’ve got a couple of debates going on at the 
moment in NSW, a very challenging one in terms of electricity 
supplies, and I know that my views on this were characterised as 
being a function of my manic depression. 

You talk about stigmatism, and you talk about an enlightened 
environment, well let me read you this that was in a major 
newspaper: “A senior labour figure has questioned the mental 
health of the NSW Treasurer, Michael Costa, over his handling of 
the electricity privatisation debate warning that his self declared 
problems with manic depression have scuttled a deal.” 

Now if you think you’re living in an enlightened world and then 
you read something like that you realise how far we’ve got to go, 


particularly in the realm of politics.*4 


Listed the following day, July 24, on the order of business for a 
Unions NSW meeting at Trades Hall was correspondence from the 
ETU’s secretary “Comrade Riordan”. 

“Regarding the mutterings of the Treasurer Michael Costa over 


his bipolar disorder at a book launch yesterday,” it began. 


The secretary [Riordan] said that many of us had known about 
Michael’s medical problems for many years and had shown him a 
great deal of tolerance and sympathy. 

He said it was heartening to hear that he now had his problems 
under control by medication. The secretary said that if this was the 
case, then it was hard to explain the Treasurer’s behaviour at the 
ALP conference in May. 

He said that he still regarded Michael as a friend and that his 
offer to debate him on the merits of his policy remains — even 


though there was no cure for his condition. 
With that backdrop, Iemma was convinced that the August 


administrative committee meeting had been no more than a 
deliberately orchestrated exercise to discredit Costa. He was 
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staggered by the insults levelled against Costa and the absurdity of 
portraying his condition as the reason for the government’s inability 
to broker a deal with the unions. Several of the key union officials 
on the committee — Riordan, Bastian and Nick Lewocki — told 
lemma that if he sacked Costa there would be peace within the 
Party. “Corrosive, divisive and unstable” were the words being used 
by other union officials to describe Costa. Robertson sat through 
the meeting texting on his phone. 

Iemma left the meeting disgusted. He was now more resolute 
than ever that not only would he not sack Costa but he would not 
go back to another meeting of the Party’s administrative committee. 

He left the building, followed by a lone protestor who, it was 


later discovered, suffered from a mental disorder. 
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Memo to Rudd: It’s time 


E A LAST desperate attempt to find a way through, late on 
Sunday August 24, Iemma rang his communications director, 
Glenn Byres, and told him, “Pm gonna call in the favour. Pm gonna 
ring Rudd,” he added for emphasis. “Start thinking about how to 
draft a press release, something to eke out the idea that Rudd has 
given a guarantee that anyone that votes for power will have their 
preselection protected.” 

“OK,” said Byres. “Let me know how it goes.” 

lemma had asked for both Houses of the NSW Parliament to 
reconvene in four days’ time, two weeks earlier than scheduled. It 
was all lining up. 

Two days earlier, the Auditor General had reported there were 
no problems with the privatisation. A rural impact study came to a 
similar finding. The conditions for the Coalition’s support for the 
legislation had been met. 

The two Bills, if passed, would allow the privatisation to 


proceed. But Iemma knew there were up to a dozen of his MPs in 
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the Lower House and a sufficient number in the Upper House who 
had declared they would vote against him. To proceed on that basis 
was at best a roll of the dice for his leadership. 

The political climate had changed. Whispers were coming from the 
Liberal camp that O’Farrell was under significant pressure from some 
ot his right-wing MPs to block it. The Nationals were also threatening 
to split with the Liberals and oppose it over fears that their electoral 
base in the bush would punish them if they supported it. 

O’Farrell had been Opposition leader for only 18 months. Labor 
liked to cast him as the Liberal Party’s Kim Beazley — a large, 
affable yet unelectable man. But as a former advisor to then 
Opposition leader John Hewson when Liberal Party state director 
during the ill-fated 1993 federal election campaign, O’Farrell could 
see the value in the political argument as well as the policy 
argument. And he had an even more divided party room than 
Iemma. He called his own special party-room meeting to vote on 
whether the Opposition would support Iemma’s legislation. 

Iemma was mindful of the folly of relying on an Opposition to 
support government bills despite Costa’s optimism that O’Farrell 
would have no choice since it was a foundation Liberal Party policy. 
Obeid, Tripodi and Macdonald shared Iemma’s concerns. But 
Iemma was not relying on the Opposition. The plan was to get his 
own people to support it. But now it was clear: to achieve that he 
needed Rudd’s help. He needed Rudd to make good on his promise. 

Iemma started phoning Rudd that night, but Rudd wasn’t taking 
his calls. 

When Iemma and Rudd came face-to-face on the chilly morning 
of Tuesday August 26, at Sydney Airport’s hangar 96, they were 
among crowds of dignitaries and well-wishers gathered to welcome 
the Australian athletes returning from the Beijing Olympics. Rudd 
had still not spoken to him, despite the urgency in the messages. 

Every time Iemma had tried to get through, David Epstein, 
Rudd’s chief of staff, would return the call and fob him off with an 


excuse for Rudd’s unavailability. Epstein himself was getting 
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frustrated. He told Rudd that he had to speak to lemma. He needed 


to tell him something, even if it was bad news. but he h 
<9 


ad to speak 
to him. 


At 7.45 am waiting for the two aircraft to land, the tension 
between the two politicians was obvious. Standing next to them 
were then federal Opposition leader, Brendan Nelson, and Rudd’s 
Sports Minister, Kate Ellis. 

Rudd was wearing an anaemic green and gold tie to mark the 
occasion. Iemma looked at it and said quietly: “I want to talk to 
you about this electricity stuff.” 


Rudd was curt. “Yes, I will call you this afternoon when I get 
back to Canberra.” | 


Iemma phoned Byres from the car on his way back from the 
Airport. 

“How did it go with Rudd?” Byres asked in vain hope. 

“He brushed me ... he made some vague promise — he said ‘Pll 
ring you after Question Time’,” said Iemma, plainly agitated. 

Winston Churchill’s father Randolph articulated the role of 
Opposition parties. Their duty is simple: they oppose. The 
Coalition met on level 10 at Parliament House to decide how they 
would vote the following day. It didn’t take long for the combined 
verdict of the Liberal and National Party MPs to leak to the 
journalists downstairs, the shock decision having been revealed to 
a Labor MP by a member of the Liberal Party in a bathroom, 
during a break. 

The news spread like wildfire: the Opposition would vote down 
the Bills the following day. 

O’Farrell was clearly willing to take the flack from his own Party 
ideologues who regarded privatisation as core Liberal philosophy. 
His primary concern was purely political, based on the fear that 
lemma getting the sale through would give Labor a $15 billion war 
chest to go to the next election with. Publicly, his justification was 
that the uncertain economic climate made it a poor time to be trying 


to sell public assets. He would also appeal to the electorate’s 
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cynicism that the government was incapable of managing a raffle, 
let alone the largest asset sale in the state’s history. 

What Iemma wasn’t aware of was that John Robertson and his 
deputy, Matt Thistlethwaite, had visited O’Farrell’s office the day 
before the vote. 

It was almost without precedent that the union leadership would 
discuss with an Opposition how they intended to vote against Labor 
government legislation. But they hadn’t needed to. When O’Farrell 
walked into the office and saw them there, he was surprised. He 
asked if they hadn’t got the message that the meeting was cancelled. 
“I don’t think it’s any longer a secret which way we are going to 
vote,” he said to them, as they got up in a huff and walked out. 


EVEN WHEN he is willing to communicate, Rudd prefers text 
messages to speaking on the phone. Mostly, someone else answers 
his phone for him. Often it is Annie O’Rourke, his executive officer, 
and the third most senior member of staff in his office. 

Sick of waiting to hear from Rudd, Iemma once again put in a 
call to him. Byres and Iemma’s chief of staff, Josh Murray, saw him 
pacing in the corridor outside their office. It was just after 5 pm. 

“Pve just tried him again,” Iemma told them as he walked into 
Murray’s office, a small room adjoining lemma’s office. 

When O’Rourke called Iemma back, he and Murray had been 
listening to the radio. O’Rourke told lemma that the Prime Minister 
was tied up but would call back. “Something about a national 
security briefing,” Iemma whispered to Murray, holding his hand 
over the mouthpiece. “Tell him | get the message,” Iemma told 
O’Rourke, and hung up the phone. 

Iemma and Murray burst out laughing. They could hear Rudd 
live on the radio, being interviewed by Radio 2GB’s drive-time host 
Philip Clark. Murray looked at Iemma. “Security briefing, eh?” 

Byres was in his office, listening to the same interview, when his 
phone rang. It was O’Rourke, who Byres knew well from his days 


in Canberra. 
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“Glenn, it’s Annie. I just got a call from Morris. I think he is 
misinterpreting things. Kevin is genuinely trying to get hold of him,” 
she said. 

“Annie, he is doing a radio interview; he is not in a security 
briefing,” Byres said. “And in any case, he has been trying to get 
hold of him for two days.” 

“No, no, he will definitely ring, he will ring,” O’Rourke said. 

For Iemma, there were two things at stake that he needed Rudd 
for. 

The first was a question of national productivity, ultimately why 
the electricity privatisation was so important, indeed in Rudd’s own 
interest. Rudd had gone to his own election with a national reform 
agenda based on a new federalism about building national 
productivity through a new era of federal-state co-operation. And 
part of the national productivity agenda was the continuation of the 
national electricity reforms started by Keating. It was a policy based 
on a legacy inspired by previous Labor governments. 

The second was fundamental to the Labor Party itself. Iemma and 
Costa believed that with Rudd’s unprecedented political capital and 
moral authority after returning Labor to government from the 11 
years in the wilderness, he could have easily convinced the Party’s 
national executive, dominated by the Right, to resolve the issue. 

Binding the two together was Iemma’s belief that he had a 
promise from Rudd to use the the national executive's power to 
support him. Iemma believed that, at the very least, Rudd would 
protect fellow Labor MPs from union threats and back Iemma’s 
authority to have the principles of caucus solidarity upheld — that 
is, every MP being bound to vote with the government on a policy 
that the majority of the caucus had approved. This policy had gone 


to caucus no less than seven times since it was first proposed a year 





earlier — and it was approved every time. Iemma wouldn’t ask 
Rudd for those who crossed the floor against him to be punished. 
He would merely ask for protection for MPs loyal to the 


government. 
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lemma needed something to take to his caucus to stop a 
rebellion. All he needed was a short statement of principle from 
Rudd. That would be enough, he believed, to ease his troops’ fears 
over the threats from Party head office and union officials. 

By early evening, Iemma still hadn’t heard from Rudd. He called 
Costa to his office and told him they needed a strategy for the 
following day, now it was clear that the Opposition wasn’t going to 
support the legislation. He didn’t tell him he had been trying to call 
Rudd. 

His concern was for his own MPs. Robertson and Riordan were in 
full-blown war mode; the only thing lacking, he says, was the face 
paint and the camouflage. The consequences for those who stuck with 
lemma were unknown. They were all heading into uncharted waters. 

Iemma decided that the best he could hope for now was a face- 
saving exercise as a strategy to protect his loyal MPs. By that stage, 
it was no longer whether he could get the legislation passed. He had 
to limit the damage. And the only way he could shield his MPs was 
to prevent them from being forced to vote at all. 

Costa had an idea. They would switch Houses. Instead of 
introducing the Bills through the Lower House, Costa, a member of 
the Upper House, would put them through that House first, where 
they now had zero chance of success. | 

When the Opposition indicated it would vote against it, he 
would withdraw the Bills before they even got to a vote. lemma 
would then call a press conference and blame the Liberals and the 
Nationals for vandalising the state’s economy by threatening to 
block a necessary budget money bill. Not a single Labor MP would 
have to put their hand up. 

Costa had another strategy as well, but he wasn’t about to tell 
Iemma what it was. 

As Iemma and Costa nutted out the mechanics, Byres sat stewing 
over what had happened earlier. He called Rudd’s media advisor 
Lachlan Harris, whom he also knew from his Canberra days. Harris 
told him that Rudd was calling Iemma as they spoke. 
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lemma had called Epstein three times already that week only to 
be told that Rudd was concerned about getting involved in a state 
issue. “I want to hear it out of his mouth,” Iemma had told Epstein. 
National executive had got involved in state affairs over issues far 
less significant. “I only have a government that is being torn apart,” 
Iemma thought to himself. 

“Morris, it’s Kevin. How can I help?” 

Well, Iemma began. It was no longer just about the policy, and it 
wasn’t Iemma’s style to remind Rudd of their discussion almost a year 
earlier to the day. “I’m not asking for a public statement on electricity, 
this is a now a principle of state Labor members supporting a Cabinet 
decision,” he said. He told Rudd that several MPs, including David 
Borger, were having their preselections threatened by union officials 
if they continued to support the government’s policy. Borger, for one, 
had been sufficiently spooked by threats levelled against him over his 
support for the privatisation. He had told Iemma he would stick with 
him but was asking for reassurance that he would be protected. 

“It’s a state issue,” said Rudd. “I can’t get involved. I don’t want 
to establish a precedent.” 

“I am asking you to support me on a matter of principle,” 
Iemma replied. “My concern is that MPs who support me on 
electricity privatisation shouldn’t be threatened or rolled in their 
preselections.” 

But Rudd refused to be drawn on it and Iemma knew there was 
little hope of convincing him. 

“IT can’t get involved,” Rudd repeated. 

lemma hung up, dejected. His anger was no longer about Rudd’s 
failure to make good on his promise of September 2007. That had 
long passed. He was disillusioned, appalled that Rudd refused to 
support Labor MPs who voted with their elected government. In 
effect, he saw it as tacit support from Rudd for MPs who were 
proposing to cross the floor and vote with a Liberal Opposition. 

An irony, thought Iemma, was that Rudd had been a member of 


the 2006 national executive that had voted to impose Borger as 
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candidate for Granville over the heads of the local Party members 
and branches and one of his own MPs, Laurie Ferguson. 

This was the same Rudd who, as a key member of the national 
executive in 2008, was now refusing to support Borger from being 
rolled in his preselection because he was doing no more than voting 
with a Labor government. 

Iemma believed it was an extraordinary capitulation by a Labor 
prime minister, a man with an effective power of veto over the 
national executive to get what he wanted. 

To this day, there are many who question why Iemma chose to 
accede to Rudd’s request to defer privatisation in September 2007, 
a time when he could have pushed it through. 

Iemma himself finds it hard to explain. He admits that the 
powerful image of so-called wall-to-wall state and federal Labor 
governments appealed to his sense of history and his fidelity to the 
Labor movement. A seasoned political operative like Iemma felt the 
importance to the Labor Party of getting rid of Howard. 

But he is also a naturally cautious and contemplative character. 
In hindsight, he concedes it was a poor decision. But at the time it 


was the only one he believed he could make. 
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HE BUZZ IN the air at the Denver football stadium in 

Colorado was building. Barak Obama was to deliver his 
official acceptance speech as the Democrat presidential candidate in 
front of 84,000 people assembled for the final day of the Party’s 
National Convention. 

Karl Bitar was queuing up outside asone of a contingent of 
Australian Labor Party hacks who were in the United States as 
official observers of the Democrats’ campaign team. 

Luke Foley was in charge at home but was updating Bitar 
continuously on the crisis in NSW. It was just before midnight, 
Sydney time, on August 28 when Foley called him. This time Foley 
was telling Bitar to come back. The situation was about to blow up, 
he told him; Iemma had pulled the legislation and had a whole new 
plan. 

“We have got to find a way to get the unions to cop this new 


deal,” Foley said. 
x s 29 
“There is no choice. We have to do it. So Morris can leave, 
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Bitar agreed. He looked at his watch and noted the time. He was 


tS hours behind Sydney time. He could still make some calls. 


THE DAY began with an anticipation that there would be a result 
by its end. And that result would be either a privatised electricity 
industry or a new premier. 

The cost of recalling parliament and its 135 MPs for a single day 
was estimated at around $500,000. There was also the cost of the 
parliamentary staff, the catering staff, Hansard and security. But 
Iemma justified the expense as necessary for an issue of such state 
significance. 

At 9.30 am, the Centre Unity faction met in the Waratah Room 
on level 7 of Parliament House. Shadowy figures could be seen 
mingling through the frosted glass doors. But there was little 
commotion. Electricity wasn’t even mentioned, nor were the Bills. 

At 10 am, the full caucus met. Any esprit de corps that may have 
once existed above the factional and tribal allegiances had 
evaporated months ago. There was open hostility between the 
Iemma loyalists and the MPs proposing to tear him down. 

Iemma normally ignored interjections by Paul Gibson. But the 
strain was starting to ruffle his normally unflappable posture. 
Gibson was one of the half-dozen Lower House MPs who were still 
openly threatening to cross the floor. 

“Can I remind the member for Blacktown that the proposal to 
get pokies into pubs by Carr was passed by one vote in caucus,” 
Iemma snapped at him. “But everyone voted together in 
parliament.” 

Costa met with Iemma for a final time before business was due 
to begin in the Upper House. They discussed the second part of the 
strategy, which Costa had been reluctant to tell lemma about for 
fear that Iemma, seeing a way out, would have adopted the easier 
solution to begin with. 

“Pll do the second reader and see what the Opposition does,” | 


said Costa. “If they indicate they’re going against us, we will call a 


219 


BETRAYAL 


press conference straight afterwards and say we h 
responsibility to the state.” 


They would then announce Plan B. It was a partial privatis 


ave å 


ation 
plan, which didn’t need legislation, one in which they would sell the 


electricity retailers as well as the government-owned development sites. 
The retailers would raise $3 billion at best, but giving the development 
sites over to the private sector would be seen as a goodwill gesture. It 
would be clear that the government would not try to compete with 
the private sector in building new power generation. 

“But you can forget about the whole transport plan,” said Costa. 
“That’s gone. We won’t be able to pay for it.” Costa then left his 
office for the long walk to the Legislative Council on other side of 
the building. 

- When he entered the Upper House chamber at 11am he was 
jumpy. Iemma and Costa were taking a gamble which could, and 
more than likely would, cost them their jobs if it didn’t pay off. 

“It is the vote in this place that will determine whether the 
electricity industry restructuring will occur,” said Costa, explaining 
why he was introducing the bills into the Upper House, a move that 


caught the Opposition off-guard. 


So it is desirable that this House is the first to vote on this package 
of bills. For this reason the Electricity Industry Restructuring Bill 
2008 |[(No 2)] and the Electricity Industry Restructuring (Response 
to Auditor General Report) Bill 2008 will be considered in this place 
first. 

Following their passage in this place, the Premier will introduce 
the two Bills in the other place, where they will be considered 
simultaneously with the Community Infrastructure (Intergenerational) 
Fund Bill 2008, which was introduced on 4 June 2008, and associated 


amendments. 


Costa’s mind was 10 steps ahead of his mouth as he outlined the 


significance of a reform he had been thinking about for the best part 
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of a decade and the government had been labouring over, with all 
its compromises and political battles, for the past 12 months. 

He stumbled over his words knowing what he was undertaking 
carried a significant risk. The government could still lose a vote to 
have the Bills adjourned and be forced to a vote on them, in which 
case they would be defeated, precisely what he was trying to avoid. 

“These Bills are the most important pieces of economic reform 
contemplated in this state in a generation,” he told the House. 
“Without them we face a very stark and unavoidable choice: either 
run unacceptable risks to the security of the power supply or divert 
taxpayer funds away from front-line services and vital 
infrastructure. Neither of those choices is desirable or necessary.” 

It was irony, not coincidence, which handed the dagger to 
Robertson’s mate, Mike Gallacher, the Liberal’s leader of 
government business in the Upper House, a man Costa had 
introduced to Robertson years before. 

“The government has had 13 years to get the important issue of 
this state’s future power generation right and, as members will 
shortly hear, it has got it wrong,” Gallacher said. “The New South 
Wales Liberal-Nationals Coalition will not support the Iemma 
government’s Electricity Industry Restructuring (Response to 
Auditor General Report) Bill and the associated cognate bill. The 
Liberal-Nationals Coalition does not take this decision likely.” 

The expression on Costa’s face was captured by a News Limited 
photographer. It was as frightening an image as any ever taken in 
the House. He was speechless. But it wasn’t at the shock of them 
shooting down his Bills; he’d hoped for that. 

As Gallacher was outlining, albeit unconvincingly, why the 
Liberals had disowned one of their own stated policies, Obeid had 
walked into the chamber to speak to Costa. 

“What? He’s changed his mind again?” Costa whispered in 
anger, for fear of being picked up by the microphones. “He wants 
to wait until tomorrow to do the press conference?” Costa could 
only conclude that Iemma was rattled — back to his old habit of 
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listening to the last person who had spoken to him. In this case, he 
suspected it must have been John Watkins. 

When Gallacher had finished, Tony Kelly, government leader of 
business in the Upper House, put a motion that debate on the Bills 
be moved to “another hour”. They were effectively being 
withdrawn. 

The two Shooters Party MPs and one Independent, Reverend 
Fred Nile, voted with the government to ensure that it got the 
required numbers to adjourn debate. Not a single MP crossed the 
floor to oppose it. By a majority of one, the first plank of [lemma 
and Costa’s plan had worked. 

As soon as the House rose, Costa raced up to Iemma’s office to 
confront him. 

“What the hell is going on?” Costa asked him. Iemma explained 
that they needed to take Plan B to Cabinet first before they 
announced it. After the year they had been through, he could not 
simply announce a plan that he hadn’t consulted his senior ministry 
about. 

Costa was agitated. He wanted to announce it immediately. 
lemma called an emergency meeting of the Public Administration 
sub-committee of the Cabinet which included Costa, Watkins, 
Macdonald and Tripodi as well as Kruk and Pierce. Obeid was 
already in Iemma’s office when the team came ın. 

During the meeting, Costa received a note that the ratings 
agency, Standard and Poor’s, had just placed the NSW Government 
on credit watch on the NSW Government following its failure to 
get its privatisation passed. It threatened to downgrade the state’s 
treasured AAA credit rating if it did not immediately re-prioritise 
its capital works spending. 

At a minimum, the effect of a downgrade would increase the 
interest rate the government would have to pay on its borrowings. 
This was no minor issue. Around half of its existing $45 billion 
infrastructure program was already being funded through 


borrowings. For Costa, the priority above all else was the 
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maintenance of the AAA credit rating. To lose that, he calculated, 
could mean up to $100 million in higher interest payments every year. 

Costa was pacing behind Iemma frantically waving a piece of 
paper. The assembled group had seen Costa agitated before, but 
never in such a state of panic. 

Watkins thought the senior leadership of the government was 
about to collapse. 

“You’ve got to do it, you’ve got to do it, Morris,” Costa 
demanded. “The ratings agencies have moved on us, we have to 
respond.” 

“He’s got to do what?” Watkins asked. 

“You’ve got to make a statement now that we’re going ahead 
with it anyway,” Costa snapped back. | 

“You don’t have to do anything Morris,” Watkins argued. 
“There is nothing we can do in half an hour that will change 
anything. We can take tomorrow and say we will consider it.” 

“You can’t do that. We’ve got to do it now!” Costa demanded. 

Watkins, although he agreed with the need to take action on the 
ratings issue, feared that the process was getting out of control. He 
called an immediate halt to the discussions. “Hang on, is this a sub- 
Cabinet meeting? There are people that shouldn’t even be in here,” 
he said. Obeid was asked to leave the room. 

“We have to be calm,” Watkins continued. “People don’t want 
to know that the government is not in control. We have to be calm 
in the crisis.” 

“That’s why we have to have a backup plan,” said Costa. 

In the end Costa got his way. Iemma agreed that the ratings 
downgrade was the clincher. “I'll be buggered if I’m going to be 
heading a government that loses the AAA credit rating,” said 
lemma. “It ain’t going to happen.” 

They would go to Plan B, their last resort. They would announce 
that they would scrap the plans to lease the generators and only sell 


retail, a model that Robertson and Riordan had already said they 
would agree to. 
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They had also been told by industry that its biggest concern was 
that the government would build a new generator and then 
undercut them. As assurance against that risk was Costa’s plan to 
sell them the development sites, the parcels of land already 
earmarked under planning laws for the construction of new power 
plants. The package didn’t resolve the government’s financial 
problems but it locked away the generators for a future time when 
they could be sold without encumbrance of the unions, either by a 
future Labor government or, more likely, a Liberal government. 

Iemma, however, would not even consider announcing Plan B 
until they convened a meeting of the full Cabinet and the caucus. A 
couple of hours wasn’t going to make a difference, he said. But 
making sure caucus was in on it would ensure they remained calm. 
The last thing Iemma needed was to have them think they had been 
ambushed. A note was sent asking all ministers to assemble in 
Iemma’s conference room at 1.30 pm for full Cabinet. Costa, after 
he calmed down, finally agreed. He was then sent off to prepare a 
brief Cabinet submission for Plan B. 

There was another thing. Costa told Iemma they needed an 
urgent mini-budget to re-prioritise the future spending commitments 
in light of what had happened. They would need to account for the 
fact that the government might now need to pay for the new power 
generation, if the private sector didn’t. lemma’s $12 billion North 
West metro plans would have to be scrapped. The political strategy 
would be to launch a full-scale attack on O’Farrell and the 
Opposition and blame them for not only putting the state’s finances 
in peril but for scuppering a plan to keep the lights on for the people 
of NSW. All in the Cabinet sub-committee agreed. 

At 4.30 pm the government whip, Gerard Martin, sent text 
messages to all Labor MPs that a special caucus would be held in 
half an hour. The full Cabinet by then had met and approved Plan 
B, as well as the need for a mini-budget or at least an economic 
statement to re-prioritise the government’s capital works program. 
Many of the Right MPs were still in the dining room, others were 
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in the bar and the remainder were either in their offices or close by. 
They had been told not to leave. It wasn’t over. 

When Iemma strode into the caucus room, he looked remarkably 
confident for a man who, in the eyes of his colleagues, had just 
suffered a humiliating defeat in the Parliament. 

He spoke calmly and reassuringly. O’Farrell’s vandalism had 
forced them to withdraw the bill. It was not an ideal situation. But 
the government had a backup plan. And it wouldn’t need 
legislation; it just needed their support. 

Left-wing MP and president of the upper House Peter Primrose 
rose to seek a 24-hour adjournment to consult with the unions and 
the Party officials. It seemed the faceless men had returned. Tebbutt 
agreed with the adjournment. She was worried that too much 
damage had already been caused. “We need to rebuild the 
relationship with the Party and the unions,” she said. Ian West 
simply got up and walked from the room, claiming that he was not 
bound by caucus. 

The new deal was carried unanimously on voices. A collective 
sigh of relief carried through the remainder of the caucus. Finally, a 
deal that everyone could live with. Amery walked over to shake 
Iemma’s hand. “It seems like an overwhelming defeat has been 
saved by a Plan B,” he said. 

Robertson hadn’t got the message from head office that the war 
was over, that the government had won. Instead it appeared that 
he was furious with Costa for having denied him the opportunity 
for a visible demonstration of his might, a defeat of the 
government on the floor of the parliament. He called his own 
press conference and said the union movement would not accept 
the outcome, even though it was better than what the unions had 
been prepared to accept initially. For Costa and Iemma it was the 
final confirmation that Robertson had never been interested in a 
deal in the first place. 

“This government has signed its own political death warrant 
tonight,” Robertson said. 
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Poeg heard about Robertson’s outburst as he was bolting up 
to parliament from his office in Sussex Street. With Bitar away, the 
Left was in charge of the NSW ALP. Foley arrived at parliament 
just after 6 pm and called in to Iemma’s office to try to see the 
Premier. 

lemma wouldn’t allow him in the office and refused to speak to 
him. Foley was left to wait outside for half an hour before Iemma’s 
staff convinced their boss to see him. 

“You fucking arsehole,” Iemma snapped at him. “You’ve just 
had this state put on credit watch.” 

Sheepishly, Foley insisted he was there as a friend. But Foley 
needed a deal. Privately he was thinking that if he could get lemma’s 
bastardised Plan B privatisation through, he might be able to bring 
peace to the Party and, more importantly for him and Bitar, get 
Iemma to leave. “Look, I’m here to help, I think we can find a path 
through this, I think there is a way,” he said. 

Iemma was suspicious but prepared to listen. He thought Foley 
the least duplicitous of his enemies. Even though he didn’t need 
legislation to proceed, he needed the Party machine to endorse it, 
to keep his MPs protected. 

“What are you suggesting?” Iemma asked. 

It was obvious that the only way forward was for the Party head 
office to endorse the new deal. He was prepared to push the other 
members of the administrative committee to accept it. That would 
require Robertson and Riordan to agree to It. 

“This is killing the Party, we have to end this electricity debate 
once and for all,” said Foley. “What I’m proposing is to find any 
process which would allow the Party to tick off on what you’ve 
announced this arvo. We just have to find a process and get it 
done.” Foley was thinking of a special administrative committee 
meeting where it could be rubber-stamped. lemma would have a 
power sale, of sorts, with the imprimatur of the Party machine. 

“Robbo and Riordan won’t allow it,” Iemma replied. “They are 


out to kill me.” 
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Foley told lemma to leave them to him. He waited a few hours 
until he knew Bitar would be awake in Colorado, then made the 
call. Bitar told Foley he would speak to Robertson and Riordan. 

Foley felt no ill-will towards Iemma. He still wanted Iemma to 
resign of his own accord but he wanted him to be left with 
something from the ashes of defeat so he could walk away saying 
he had achieved something significant for the state of NSW, 
something none of his Labor predecessors had been able to achieve. 
At 7 pm Jemma’s office sent a note to the press gallery that a media 
conference would be held to announce the way forward. Unusually, 
they decided not to have it in the conference room but instead 
Iemma and Costa both marched down to the press gallery media 
room on level 6. 

When it was over, Byres rang around the offices of the press 
gallery to spin for the next day’s newspaper coverage, and to get 
the vibe for how it would be covered. He called the office of The 
Sydney Morning Herald and was told that the journalists had 
walked off the job. On the day of one of the government's 
greatest disputes ever, the city’s broadsheet had gone out on 
strike. 

He called the paper’s head office and asked to be put through to 
the editor, Alan Oakley. To his surprise Oakley picked up his own 
phone. He was appreciative of the call. As he had no journalists, he 
was writing copy for the next day himself with a small group of 
editorial executives. Byres then began dictating the day’s events to 
Oakley. 

Iemma was still in his office and it was late when Tripodi came 
in. They went over the day’s events and speculated on how it would 
be played out tomorrow in the media. 

“Michael is pretty down. I think he is depressed,” Iemma told 
him. “He is talking about resigning. He was saying, it’s not worth 
It, it’s not worth it. He’s been through a lot.” 

Tripodi didn’t seem surprised. But something about his manner 


twigged with Iemma; it was not the reaction that he expected. And 
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lemma started to wonder if Tripodi had finally done a deal with 
head office to roll both him and Costa. 

The following morning Costa was vindicated for all his 
carryings-on. A savage front page attack on the Liberals graced the 


front pages, accusing them of economic vandalism. But for Costa it 
had come too late. 
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CHAPTER 25 





The bird 


Mo COSTA OPENED a cupboard in his office and 
retrieved a small cardboard box. He had already conspired 
for its mechanical contents to have the final say on the future of the 
NSW government. When a life-sized toy parrot emerged, Costa’s 
chief of staff, Mat Jones, groaned: “Oh, no, not the bird.” 

Costa propped it on a table and fiddled with a switch at its rear, 
bringing it to life. “You're all fucked,” it squawked, with the tweak 
of a knob. “You’re all fucked.” 

Another twist of the dial and out belched a stream of obscenities: 
“Who’s the dickhead then, who’s the dickhead?” 

That morning, August 29, | had been asked up to Costa’s office, 
along with The Australian’s political reporter Imre Salusinszky, for 
an interview with the Treasurer. 

When we arrived he was dressed in a style rare to government 
or many 53-year-olds: open shirt, jeans, baseball cap and a pair of 
Blundstones. But before he revealed why he’d asked us there, he 


insisted on showing us the bird. 
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Costa’s life-sized, foul-mouthed friend was as impressive as it 
was disturbing. Costa hovered with a sophomoric grin as we sat on 
the sofa chairs in a state of bewilderment. 

“It's great, isn’t it,” he said. “You can get them from those fun 
shops, you know with the ... you should get one. I should take it 
into Cabinet.” 

Jones had bought the creature in an Adult Sex shop in Oxford 
Street, and had contributed it as a Kriss Kringle present the Christmas 
before. Jones had been so intent on making sure Costa received it that 
he kept pulling names out of the hat until he got his name. 

Costa’s enthusiasm for this bird and its profanities appeared to 
reveal how disconnected he had become from his Party, his 
government and his colleagues. 

To some, Costa is a disturbed genius, to others he is an 
uncontrollable firebrand. But on that day, putting the antics with 
the bird aside, Costa appeared to be a man who’d made peace with 
himself about the course of action he was about to take, even if 
partially oblivious to its ultimate consequences. 

He repeated a well-worn line that politics was like a Greek tragedy: 
it almost always ended in a personal failure. “People that judge their 
success in politics by their personal achievements invariably end up 
disappointed,” he later told me. “Many of my personal successes in 
politics were stopping ill-conceived policies being implemented rather 
than implementing dramatic policy changes.” 

He then dictated to us what amounted to a resignation letter. He 
was giving lemma an ultimatum. He would quit as Treasurer if 
lemma did not publicly commit to following through on the 
remaining reform programs for NSW, including the privatisation of 
Sydney Ferries and the rail maintenance yards. Just when the war 
looked like it was over on electricity, Costa would begin a new one 
on everything else the following day. 

Earlier that Friday, Foley had met with Robertson and Riordan 
in his office on level 9 of party headquarters in Sussex Street. They 


finally agreed to Iemma and Costa’s Plan B. 
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Foley and Bitar saw the Party haemorrhaging so badly that if 
they didn’t find a circuit breaker any future discussions about the 
NSW ALP would become purely academic. And the only one they 
could conceive of was the resignation of both Iemma and Costa. 
That might be possible if lemma could get at least some victory on 
privatisation, if not the one he wanted. 

The meeting ended and Foley finally had a deal with Robertson 
and Riordan. He would convene a special meeting of the Party’s 
administrative committee for September 16 to get Plan B officially 
endorsed by the Party. lemma would have his victory and the unions 
would have to cop it. 

Foley then began preparing for a television interview for the 
ABC’s Stateline, to be pre-recorded for later that evening. He would 
declare peace among the Labor ranks. “We are putting Labor back 
together again,” he said. “I’m confident that we can resolve the 
issue of electricity policy and once we resolve that there will be 
complete unity again. The issue of generation is always the one that 
has attracted the most heat within the Labor Party.” 

Foley had no idea about the interview that Costa was conducting 
at precisely the same time. 

For Iemma, the Saturday morning editions of The Daily 
Telegraph and The Australian hit like the re-emergence of an acute 
illness after a short-lived remission. He was overwhelmed by the 
conflicting emotions of anguish, anger and despair. He called Byres, 
who was also looking at the Costa interview on the front page of 
both papers: “How the fuck did that happen?” he said. Byres was 
speechless. The majority of lemma’s Cabinet now wanted Costa 
gone. And he didn’t disagree. But he knew lemma wouldn’t do that. 
Foley couldn’t believe it and Bitar didn’t even know about it. He 
was en route from Colorado to California. 

The odour of political death hung in the air like a volatile solvent 
gas. Watkins had already told Iemma, over a coffee, that he was not 
going to return for the restart of parliament in two weeks’ time. He 


mentioned earlier in the year that he was thinking of retiring by the 
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end of 2008 or early 2009. He had now decided to bring the date 
forward. Iemma and Watkins had enjoyed a genuine friendship 
while in office. lemma had even arranged for a private meeting 
between Watkins, a devout Catholic, and the Pope when he was in 
Sydney in July. 

In many ways, Costa’s outburst in the papers at the weekend had 
confirmed in Watkins’ mind that he should leave sooner rather than 
later. He couldn’t take the bitterness and angst any more. Iemma 
knew he couldn’t convince him to stay. And he could understand 
why he wanted to leave. Watkins had already had an offer to take 
up the chair of Alzheimer’s Australia. He had made up his mind to 
take it. 

When Iemma got back to the office he called Costa, who was 
back on his farm in the Hunter Valley and wouldn’t be coming back 
to Sydney until the following Tuesday for a Cabinet meeting. Iemma 
had almost run out of things to say to Costa to express his 
frustration. He knew what people’s views were about Costa and 
told him he was just playing into their hands. Costa then told 
[emma that they both should resign. His view was that if lemma 
wasn’t prepared to engage the necessary reform, not just in the 
power industry but in transport and the public sector, then there 
was little point to them staying in office. “We should just get up and 
call a press conference and announce we are both resigning,” 
suggested Costa. 

“Pm not going anywhere,” Iemma replied. 

lemma had come to the view that he could reinvent himself and 
his government by cleaning out the Cabinet of all the unpopular 
faces and names that had come to symbolise the incompetence of 
the NSW Government. He did not believe that Bitar’s polling was 
relevant to the longevity of the government under his stewardship. 
He still had two and a half years until an election. He was worrying 
already about what would happen when Watkins retired in a few 
weeks, leaving him with a by-election which the government could 


not conceivably win. But, Iemma thought, with some radical surgery 
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he may just stem the bleeding, keep the patient alive a little longer. 
It would all come down to timing. 

On the morning of Monday September 1, Iemma held a meeting 
with Murray and Byres to work through the new Cabinet list to get 
it ready for when the time came to announce it. But Iemma was still 
struggling to work out who would go. He wanted David Borger in 
his Cabinet, as well as the new member for Monaro, Steve Whan. 
He also wanted the new member for Newcastle, Jodi McKay, a 
former television presenter, and Virginia Judge, Tanya Gadiel and 
Paul McLeay. He knew he wanted to sack Della Bosca and his mate, 
Tony Kelly, as well as the Sports Minister, Graham West, and he 
knew he needed to at least demote Meagher. He was also 
considering dumping one his other good mates, Kevin Greene. He 
was torn over what to do about Costa. 

Byres began by giving what he admitted was his gratuitous 
advice on what he thought should happen. “But what do we do 
about Watkins? He wants out of Transport.” Iemma and Byres 
looked at each other. “Watkins is going,” said Iemma. 

That night Tripodi and Obeid were at Iemma’s house for yet 
another instalment of what had become a rolling series of meetings 
and negotiations over who was going into Cabinet and who was 
going out. Tripodi had begun the week by suggesting minimal 
change. But it would shift from no change to minimal change to a 
full spill of the whole Cabinet. 

The two men were in the living room in the front of the house 
when Iemma returned from the bathroom, and he overheard 
Tripodi on his mobile phone, “No. Karl said they both have to go.” 

Iemma didn’t ask, but he assumed Tridpodi meant that it was he 
and Costa who had to go. By then Iemma was in no doubt that 
Obeid and Tripodi had already stitched up a deal with Bitar to 
deliver the numbers for Rees. It is something both men continue to 
deny to this day. 

The following day, the scale of the economic wreckage caused by 


the scuttling of the comprehensive privatisation model for its Plan B 
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replacement became apparent. 


addressed the C 


Treasury secretary John Pierce 
abinet and told them that capit 


would have to be axed. Costa had an appointment with his wife’s 


obstetrician and had to leave the meeting early. Such was the poison 
that had infected the Cabinet that his untimely exit was 


al works projects 


leaked to the 
press gallery as Costa storming out after an argument with Watkins. 


As soon as Cabinet had concluded, Iemma turned his mind back 
to the reshuffle. Tripodi and Obeid were arguing that they would 
not be able to deliver in the caucus what he was asking for. Obeid 
told him that if he was going to shoot his friends, they would back 
him, but he didn’t need to go so far. 

The call that sealed Iemma’s fate came the following day, 
Wednesday September 3, while the Premier was at St Vincent’s 
Hospital trying to look pleased that he was spending the morning with 
Crown Princess Mary of Denmark. Watkins had some bad news. 

Watkins had been out at Macquarie Park railway station in 
north-west Sydney for an announcement when he was asked by 
Channel Ten reporter Kevin Wilde about rumours that he had 
accepted a job with Alzheimer’s Australia. Watkins didn’t deny it. 
Wilde thought he had a scoop. Watkins then called Iemma and told 
him what had happened. “I can hang around a week or two, if you 
need me to,” he said. But he had to go to Paris the following week 
for his daughter’s wedding. lemma told Watkins to come and see 
him when he got back to the office. They would have to announce 
it that afternoon. A press conference was organised for 2 pm. 

lemma had received another call that morning, from Paul 
Keating. He had heard that lemma was intent on sacking Sartor and 
that Della Bosca claimed to have got wind of a deal struck between 
Tripodi, Bitar and Foley that would ensure lemma didn’t survive a 
reshuffle should he bring one on. Della Bosca had told Carr about 
it, who in turn told Keating and Sartor, who had met that morning 
in his office. 

It was out of character in the friendship between lemma and 


Keating for the former leader to tell the Premier what to do. 
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However, Keating was in agreement that the only way he could 
resurrect his leadership was through wholesale change. He reassured 
Keating that Sartor was safe. 

“No, it ain’t happening. I’m not dumping Frank,” Iemma told 
Keating. 

Keating then warned his friend to watch his back. Keating had 
heard that Tripodi had done a deal with head office, “He is ratting 
you out,” Keating said. “He has cut a deal.” 

That afternoon the NSW Police released a statement clearing 
Della Bosca and Neal. Iguanagate was finally put to rest. “The 
Commonwealth DPP has determined there is no reasonable 
prospect of a successful prosecution for a Commonwealth offence 
and has recommended that no prosecution for a Commonwealth 
offence should be instituted,” police said in a statement. “As a result 
of this advice police will not proceed with any charges in relation 
to Commonwealth legislation.” 

Iemma announced that he would be recalling the Labor caucus 
for a special meeting at Parliament House on Friday morning where 
he would announce a new Cabinet. Della Bosca was back in. The 
only other confirmation he would give was that he wanted Carmel 
Tebbutt to return to take over from Watkins as the new Deputy 
Premier. | 

Back in his office, he called Tripodi to see him and confronted 
him about what Keating had told him. “So what’s this about a 
deal?” Iemma asked. 

Tripodi denied any knowledge of what he was talking about but 
then rounded on Iemma, telling him that it was a bit rich to accuse 
him of betrayal. “You’ve tried to pop me four times,” he said. 

“Yeah ... but have you ratted me out? 

“No, I haven’t.” 

Costa, who was also in the office, repeated his advice to 
lemma: “We should both quit Morris, the both of us. It’s over.” 


He turned to Tripodi and said: “Mate, and you should think about 
going too.” 
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Costa went back to his flat in Pyrmont and sat down to pen a 
handwritten note to Iemma. It read as follows: 


DRAFT 


Dear Premier, 


Following our discussion on Tuesday 2 September, I have formed the 
view that your government doesn’t have the political will to 
undertake the reform required to return the state to a sustainable 
AAA credit path. Therefore it is with regret that I tender my 
resignation as Treasurer, Minister for Infrastructure and Minister for 
the Hunter effective from close of business Friday 12th of September. 
Yours, 

Michael Costa 


He called Fitzpatrick, who was in Western Australian working 
on WA Labor’s election campaign, to tell him what he was doing. 
Fitzpatrick had worked for Costa before becoming Iemma’s 
communications director. He knew the man well. “Don’t do that, 
don’t give him that letter. If you have to, get him to sack you,” he 
told him. 

The swiftness with which the Party machine moved when 
Watkins had announced he was going should have left no one in 
any doubt as to what the endgame was. The first call Foley had 
made on Wednesday when Watkins resigned was to Tripodi. Foley 
had already told Rees that week that he didn’t want him nominating 
for the deputy position when Watkins resigned. They wanted to 
keep him on ice for the top job. Tebbutt would be nominated and 
endorsed for the deputy role. 

Foley wanted to know if it would be a problem. Would the Right 
wear the Left having the two top jobs in the government for the first 
time in the Party’s history? 

“It won’t be a problem,” Tripodi replied. 

The fact that the left-wing assistant secretary of the Party was 


calling Tripodi, a factional warlord of the parliamentary Right, was 
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one thing. That Tripodi was then telling him that the Right would 
accept the Left getting the two to 


p jobs of government was 
unheralded. 


BY THURSDAY morning, Iemma was less than 24 hours away 
from D-Day and was taking advice from all quarters, most of it 
conflicting. He met with Obeid and the head of the newly formed 
Government Media Unit, former Channel Nine news director John 
Choueifate, at the Sofitel Wentworth Hotel at around 10 am. 
Choueifate and former Channel Nine news reporter Adam Walters 
had been appointed by Iemma only five weeks earlier to try to help 
him revive his leadership. 

Choueifate had good connections in the Labor Party through his 
brother Michael who had been a chief of staff to Albanese. And 
Walters had covered state politics for the network under Choueifate. 
But the revival of the Government Media Unit had been a disaster 
from the start. Firstly, it created immediate rivalries between 
lemma’s existing staff and the new team. More public, however, was 
the news that Walters was in a relationship with Reba Meagher. 

Two weeks earlier the two had been seen by a radio journalist 
getting Into a taxi together outside the Ivy nightclub in George 
Street and it quickly got around. Meagher had left her driver asleep 
in the car park waiting for her that night and forgot to tell him she 
was getting a lift home with Walters. As far as Iemma was 
concerned, it gave him yet another reason to demote Meagher as 
Health Minister. 

That morning Choueifate and Obeid had met with Iemma to tell 
him that, if he insisted on sacking half his Cabinet, he had to also 
sack Sartor. They were seated in the VIP club on the fifth floor of 
the hotel. He had already told Meagher that morning that he would 
be demoting her to Tourism and Sport. But he wouldn’t move 
Sartor. Sartor had been obsessive about his and the government’s 
reputation, knowing that the planning portfolio was a minefield. He 


was scrupulous about who he met with, particularly developers. 
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That fact alone made lemma more determined not to drop him from 
Cabinet. He got up to leave and was almost to the lift doors when 
he walked back to the table where Obeid and Choueifate were 
seated and reiterated: “I’m not doing it. Frank is staying.” 

Back in his office later that day, Santina had come in to see him. 
Obeid and Tripodi were there when she walked in. “What’s up Joe? 
You look worse than Morris,” she said. She asked Obeid what was 
going on. He touched her shoulder and said: “Don’t worry about 
Morris, he’ll be fine.” 

Before Iemma left the office he had one final conversation with 
Tripodi. He told him that he would not be getting a promotion in 
the reshuffle. He was lucky to be remaining in the Cabinet at all. 

“What you have to understand, mate, is that if I stand up and 
punt Frank, how do I justify keeping you?” Iemma said to him. “If 
Frank is a significant contributor to the government’s electoral 
standing, what do you think you are? If I were you, I'd be very 
happy with where you are and what you’ve got. There isn’t going 
to be any promotion.” 

As he left the office just before 6 pm, Tripodi turned to him and 
said: “There are no hard arses left any more. I’ve got to be assistant 
Treasurer or Finance, if I can’t be Treasurer.” 

“No!” said lemma. 

That night lemma spoke to Roozendaal, Hatzistergos, Campbell, 
Watkins and Della Bosca. His senior ministry would back him. He 
had decided he was going to drop Meagher entirely from the 
Cabinet to make room for someone else. He rang Obeid, who told 
lemma that he would speak to Meagher. He shouldn’t ring her. He 
couldn’t get hold of Greene to tell him he was out as well. His 
phone had been turned off. 

It was 10.45 pm when Costa phoned me. 

“He’s done it, he’s sacked me.” 

“What?” 

“It’s Michael. Iemma’s sacked me. I’m sacked. He’s finally 


done it.” 
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Costa seemed to be in a mixed state of jubilation, incredulity and 
shock. 

“Mate, it’s over, it’s all over,” he said. “Reba’s gone, West’s gone 
and so is Greene. Can you believe it, his best mate!” 


What he didn’t say, which was obvious to everyone except 


perhaps Iemma, was that there was little chance now that Iemma 
himself would survive the next day. 


THINGS WERE out of control for the lemma government. Bitar 
and Foley had agreed that the next day would be Iemma’s last. If 
he didn’t resign, he would be challenged. They had someone in the 
full caucus already prepared to move for a spill of the leadership 
when Iemma went to ask for a vote on his new Cabinet. And they 
had enough numbers, they believed, to win. They believed that they 
had Obeid and Tripodi now on side. 

Throughout Thursday night and into Friday morning, Foley was 
on the phone to MPs, both Left and Right, some of the same who 
had been telling lemma he had their support, claiming that if lemma 
didn’t resign in the morning, the Party machine wanted the caucus 
to move on him. And they wanted them to support Rees as the 
candidate for leader. 

Rees received two calls that night. One was from Obeid, who 
told him to get prepared. lemma would be resigning the following 
morning, he told him. The other was from Foley. He had little 
advice to offer his mate: “Just make sure you wear a good suit 


tomorrow.” 


Pad 


CHAPTER 26 





Only the Lonely 


EMMA WOKE ON September 5, 2008, with a familiar feeling 

of restlessness. He had hardly slept and it was just after 6 am 
when he took his first call, from Meagher. The Health Minister had 
learned her fate from a media advisor who had told her she might 
be interested in reading that morning’s front page of The Daily 
Telegraph. 

“Ts it true?” she asked Iemma. 

The Premier was startled. Obeid had told him the night before 
not to ring Meagher. He said he would deliver the news to her 
himself. Obeid later claimed that it was lemma who was meant to 
call her. 

Iemma came to the conclusion, rightly or wrongly, that he had 
been set up, so he told Meagher yes, it was true: he had decided to 
dump her. 

“You're as weak as piss,” she spat at him before hanging up. 

For Iemma, it confirmed the suspicions that had dogged him all 
week that he was being stitched up. When he had called Graham 


240 


ONLY THE LONELY 


West the night before to tell him he was not on the Premier’s ticket, 
West had treated him with similar disdain. “You'll find out at 
caucus that nothing gracious comes from Campbelltown,” he said. 

If someone as insignificant as West was acting so defiantly, 
thought Iemma, then he must have been offered protection. And if 
West was being protected, then so too would others. The next call 
came from Obeid, who told him it was appearing unlikely that he 
would be able to get what he wanted. In theory, under the Labor 
caucus rules, a premier has little power to determine who is or isn’t 
in his Cabinet. That alone is for the caucus to decide. The Premier’s 
only power is to determine the portfolios. But that is only theory. 
Ministers rarely defy a premier’s request to be removed from 
Cabinet. Centre Unity was the Premier’s faction. What a premier 
wanted, a premier usually got. Not on that day. 

More significantly, he was being told by those ministers, 
including the most junior in his Cabinet, that it was he that they no 
longer supported. Iemma had come to trust but a few people by 


then. He was convinced that Obeid and Tripodi had already done 
the deal with head office to roll him in the caucus meeting. 


JUSTIN KELLY, a former radio journalist, had come to be one of 
lemma’s most valued confidantes in those final days, even though 
he had been with him only a short time as a media advisor. Kelly 
took lemma’s call in his car on his way into parliament as lemma’s 
mobile phone began to get hot in his hand. 

“Justin, look, m just ringing to say I'll be resigning as premier 
today,” he said. “It has gone pear-shaped.” 

There was stunned silence. Kelly almost drove off the road. He 
didn’t know whether it was Iemma’s way of telling him that he had 
concluded that the fix was in to get him, or whether he had truly 
decided to pull the pin himself. 

“Ive got a call coming through. Pll call you back,” said Iemma. 

Kelly then rang chief of staff Josh Murray and asked him if he’d 
heard anything. 
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“Have you spoken to him?” he asked Murray. “I think it’s over.” 

Murray, always composed, calmly responded that he had not 
heard from him but said he wasn’t surprised. “It was always a 
possibility,” he said. | 

Kelly’s confusion was compounded when he walked into the 
foyer of Parliament House to find Choueifate standing there. He 
-told him what Iemma had told him. 

“No mate, no. He is going to fight,” Choueifate told him. 

In between calls, Iemma got hold of Tebbutt and asked her if she 
could be in his office when he got in. 

At 6.45 am Byres pulled up into the car park at GMT after a 
quick drive across the Sydney Harbour Bridge from McMahon’s 
Point. He would normally have caught the ferry but they didn’t start 
early enough for him that morning. He stopped abruptly at the 
entrance on Philip Street, directly opposite Rudd’s Sydney office, to 
take a call from Kelly. 

“Mate I think it’s over,” Kelly said. “I’ve just spoken to Morris. 
Mate, I think he’s fucked. He can’t get anything of what he wants. 
He thinks he’s fucked. He thinks it’s over.” 

On his way to the café in the courtyard foyer of the building, 
the scene of endless meetings over the previous days among 
staffers and ministers trying to broker a deal, Byres ran into 
Costa’s chief of staff, Mat Jones. There wasn’t much to say. Jones, 
in a phlegmatic chuckle, simply said it was a sad state of affairs. 
He always knew that working for Costa was bound to end 
spectacularly. 

Costa was already heading in from Pyrmont and had called a 10 
am press conference for the media room on level 6 of Parliament 
House. He would make an unprecedented break with convention 
and expose the government’s collapsing budget position before 
confirming that he was no longer the Treasurer. 

From all points in Sydney, lemma’s caucus was mobilising. In 
they crept, from the north, the south and the west. As one lemma 


loyalist remarked: “It felt like the Taliban closing in on Kabul.” 
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Londonderry MP Allan Shearan was making his routine stop-off 
to Mount Druitt from his electorate in western Sydney to pick up 
Amery and head in to parliament. He arrived at Amery’s house at 
8.15 am. On the front lawn stil] lay a copy of the paper still rolled 
up, containing the news that Iemma had sacked Costa and Meagher. 

When he got in the car, Amery told his friend about a call he had 
just received from Tony Stewart, revealing that lemma would be 
pushing for an even bolder reshuffle, a new Cabinet ticket that went 
much further than just dumping Costa and Meagher. Amery was 
getting concerned. The collateral damage would include a factional 
ally of theirs, Tony Kelly. 

They had been driving for less than a minute when he answered 
another call, this time from Obeid. He wanted Amery to get 
Shearan and Gosford MP Marie Andrews together for a meeting 
before caucus. He wouldn’t say what it was about. 

Many MPs had already decided they would not support a ticket 
that forced out ministers who did not want to resign or weren’t part 
of the government’s myriad problems. But many resisted pressure 
to dump Iemma. Despite all that had happened, the majority of MPs 
were loyal to him and afforded him great affection. They had voted 
with him seven times in support of his power privatisation plans. 
Many felt as though they had been down in the trenches with him 
and they weren’t about to abandon him. 

The one thing Obeid did tell Amery, though, was that he was 
“95 per cent sure” that lemma would resign that morning. 

By 9.30 am, Shearan and Amery walked into Tony Stewart’s 
office on the seventh floor. As deputy speaker, his office was on the 
same level as the Legislative Assembly chamber. It was much larger 
than that of most backbenchers, with two lounges and a number of 
chairs. Already there were Andrews; the member for Mulgoa, Diane 
Beamer; and Heathcote MP Paul Mcleay. They were nervous. None 
of them really knew what was going on. Stewart’s phone had been 
ringing all morning and when it rang a final time it was Bitar, calling 


trom the United States. He was with his young family in 
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Disneyland, where he had been for three days taking a break 
following his tour with the Democrats campaign. He was due to fly 
back to Sydney that night. Much to his wife’s frustration, he spent 
most of the time on the phone calling home. 

That morning, however, his phone battery was running low. He 
had been on a constant drip feed from Foley about what was going 
on and had been calling MPs to lock in their support for change. 
He spoke to Tripodi to see what was happening. But he desperately 
needed to charge his phone. 

So he did what any ordinary person would do: he snuck into 
one of the merchandise stores in the theme park and plugged his 
phone into a wall socket. Only a man prepared for any 
eventuality takes a charger with him to Disneyland. He was 
sitting on the floor with his phone to his ear when the staff in the 
store began to look at him with concern. He wondered whether 
they suspected him to be a terrorist. He called Stewart’s office. 
When Stewart put down the phone he told the others in the room 
what the orders from head office were. “Whatever you do this 
morning,” Bitar had told Stewart, “you have got to get rid of 
Morris.” 

Tripodi and Obeid had a talent for ending up on the winning 
side. Yet they would still maintain that they were trying to save 
Iemma. They simply could not deliver what he wanted. 

By the time Byres arrived at parliament, at around 8.40 am, 
lemma was sitting in his parliamentary office on level 8 with 
Tebbutt. He had walked up from GMT thinking that lemma would 
have met him there. 

When he walked in to the office, the pair were deep in 
conversation. lemma could get what he wanted from the Left — 
Tebbutt as deputy and Borger to come in and take Koperberg’s 
unfilled vacancy — but he couldn’t get what he wanted from his 
own faction, the Right. 

“Is there any way you can defer this, Morris?” Tebbutt asked. 


“Can’t you just get one or two and fill the vacancies?” 
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Roozendaal was also there but lemma could never be sure 
whether he had a foot in each camp. “Is there anything we can do?” 
said Roozendaal. , 


“Nup,” said Iemma. 


And there they sat, with Iemma facing an existential crisis, until 
Obeid and Tripodi walked in. They had been sitting outside 
Iemma’s office in the waiting room. lemma had kept them waiting 
until they decided they could wait no longer. 

“The factions are imploding,” Tripodi told him. “It’s like herding 
cats.” He told Iemma to call a press conference and say that in light 
of Watkins’ retirement, he had considered his own future and had 
decided to retire. 


“Why don’t you just say you want to spend more time with your 
family?” he suggested. 

It was too much for Byres, who leapt to Ilemma’s defence. “You 
want him to say he has given up?” he yelled, standing to his full 
height of 190 centimetres. “And shoot his best friend? He deserves 
a chance to put his own ticket,” he screamed at Tripodi and Obeid. 

The only alternative being offered by Obeid and Tripodi was to 
have a full spill of all Cabinet positions with a promise that they 
would protect lemma’s own position as leader. “Maybe if you had 


given us two or three months’ notice of the changes,” said Obeid. 
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“But not now. 


“You have got to be joking,” Iemma told Obeid. “You can get 
fucked.” 

Byres said that lemma was better off being knocked back on his 
ticket and going out with his head held high. He would lose any 
authority as premier if he gave all power to the caucus to reject his 
choice of ministers for the Cabinet. 

“That is the coward’s way of doing it,” Obeid challenged him. 
“Don’t take this stupid advice. You are going in there to ask your 
caucus to sack ministers? You’ve stood against the Party, the unions 
and now you are going in there to ask your caucus to sack 
ministers?” 
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Obeid and Tripodi insisted that if he wanted to go further than 
just Costa and Greene, he would have to have a full spill of all 
positions, , 

Tripodi then spelt it out for Iemma: “There is no other answer 
to this. You have to resign.” 

Finally Iemma reacted: “I’ve had to suffer a paedophile, put up 
with claims of abuse, people allegedly bashing their partners, 
leaving drivers asleep in their cars all night and you want me to 
only get rid of my best mate and the bloke who has done more on 
policy than anyone in this state? That’s what you’re telling me? 
Who do you think you are ... Pm not going to let you pick my 
Gabinet.” 

By now Choueifate had also taken up a front-row seat on the 
couch. It was then that Tripodi declared, with theatrical finality, that 
Iemma’s leadership was over. 

“I know it’s over,” Iemma snapped, pointing to Tripodi 
accusingly for suggesting he shouldn’t even go to the caucus 
meeting. “I know it’s over. When I’m being told by the most 
insignificant member of my Cabinet to get stuffed, what hope is 
there?” he said in reference to West. 

Tebbutt could hardly believe what she was hearing. Despite the 
factional enmity, she was a loyal friend and colleague of the Premier. 
She was distraught at what was happening not just to the 
government but to the Party and was appalled at the way lemma 
was being spoken to. She left the room in disgust. 

“The important thing, Morris, is you get something out of this,” 
Roozendaal piped up. But by then no one was listening. 

lemma quietly left the room with Murray and went in to his chief 
of staff’s small office. There they sat peacefully and Iemma asked 
Murray what he thought. It would be the final piece of advice 
Murray would give his boss. 

“You have to go in there and be the Premier,” he told him. “You 
have to tell them this is what you want.” 


“That’s what I’m doing,” Iemma replied. 
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[t was 10 am and his caucus was waiting. Iemma shot a glance 
back at the room where his old friends and advisors still sat arguing. 
“Tell °em I'll be down in 10 minutes.” 


PARLIAMENT HOUSE, with its bizarre blend of colonial and 
contemporary structures straddling the east side of Macquarie Street 
to the Domain, once served as the Rum Hospital under Governor 
Macquarie. 

Behind the precinct’s wrought-iron fence within the historic 
Georgian section of the building, the oldest in the CBD, 1s the 
Jubilee Room, which once served as the parliamentary library. Its 
three storied walls are still lined from floor to ceiling with books 
and legislative records of NSW, the British House of Commons 
papers and Commonwealth and state Hansard papers — records of 
leaders past and the history they created. 

It was in this room that Iemma’s right-wing caucus, Centre 
Unity, assembled that morning to write one of the darkest chapters 
into the chronicles of the country’s oldest political institution. 

Its MPs huddled in groups of two and three, and often more, 
outside and inside the room. In one huddle, Sartor stood leaning 
into conversation with Attorney General John Hatzistergos and 
Della Bosca. Sartor had considered Hatzistergos a friend. He was 
often referred to as the quiet Greek, in contrast to Costa, and 
someone that Sartor could rely on for a straight answer. That is 
what he got when he asked his friend if the two would consider 
nominating him for lemma’s job: “No way, Frank. Forget it. You 
are too divisive. | won’t vote for you.” 

On the same level as the Jubilee Room, and only a matter of 
metres away, was the office of a key figure of the Left, Peter Primrose, 
the president of the NSW Legislative Council, the Upper House. 
Inside, Rees and Foley were waiting nervously. The fix was in. 

Foley and Bitar knew that, for Iemma to be challenged in his 
own Right caucus, at least 25 of the 49 right-wing MPs would need 


to support it. There was always a risk that those still personally 
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loyal to lemma would remain so if it came to just a question of his 
leadership. But a challenge could still come from the floor of the full 
caucus, both Left and Right. There it could be almost guaranteed 
that the majority of 22 left-wing MPs would back Rees in the spill. 
That would require only 14 right-wing MPs to lock in behind them 
to get a majority of the 71 MPs. 

As Foley was indulging his mental arithmetic, Tebbutt walked 
into Primrose’s office looking as though she had just witnessed an 
assault. “I can’t believe the way they were talking to Morris,” she 
said, genuinely concerned. 

At the same time, in what appeared to be a wacky tripartite 
attack on the sitting government, Costa was holding court on level 
6 where more than 50 journalists, photographers and camera 
operators had crammed into the media room. Meagher had asked 
if she could join him, but he refused. 

Costa was pale but determined. He confirmed that Iemma had 
dumped him from his ticket. Curiously, he didn’t say he’d been 
sacked; nor had he quit. He had taken Fitzpatrick’s advice and 
never handed the letter to lemma. He knew he would not be on 
anyone’s ticket but in the vain hope that Iemma survived that day 
he offered his services to deliver the mini-budget in six weeks’ time. 

“I was advised by the Premier that he desired that I not be part 
of his ticket in the forthcoming reshuffle. I respect his right to do 
that,” Costa said with a wry smile. Nor would he be seeking 
appointment as Treasurer under a new administration. 

“My philosophy has always been to do the right thing,” he said. 
“I think it was Ben Chifley who said do the right thing, not the 
popular thing. I don’t intend to be a Treasurer that oversees the loss 
of the AAA credit rating. I said last week, and I know it’s not 
popular with my caucus colleagues, but popularity is not the role 
of a Treasurer ... it is to deliver the facts as they see them.” 

Those facts included the astonishing revelation that the 
government’s infrastructure program was $2 billion over- 


committed. Also, tax revenues, mainly from stamp duty on 
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property, had fallen $180 million already that financial year. And 
there was a health budget overrun of $300 million. Furthermore, 
the scuttling of the $15 billion electricity sale had put the state on 
credit watch. Then there was the issue of energy security and who 
was going to pay for the additional $15 billion in critical upgrades 
and new generators required to keep the lights on in NSW, if the 
unions were going to forbid the private sector from doing it. 

The only interruption to Costa’s extraordinary farewell speech 
was the untimely ring of a photographer’s mobile phone. As if to 
punctuate the comedic tragedy that was unfolding, the ring tone 
chimed to the tune of Roy Orbison’s “Only the Lonely”. Costa 
waited for it to finish and continued. 
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CHAPTER 27 





They can get on 
without me 


te WALKED PAST the fountain in the main foyer of 
parliament’s ground floor and through the swinging double doors 
of the Jubilee room with their glazed glass panels and creaking 
hinges. He searched the eyes of those facing him and walked to the 
front of the room and took his seat. 

To those present, lemma looked lost as he moved forward to 
talk. Tanya Gadiel chaired and called the Premier up to speak. 
lemma outlined the events of the past few days brought about by 
Watkins’ retirement. He said that his had been a difficult decision 
to make. Costa and Meagher had been friends for many years. This 
was painful not only politically but also personally, he said. 

lemma didn’t table a list for his new Cabinet but instead asked 
for an endorsement of a reshaped ministry that would require the 
exclusion of West, Meagher, Kelly, Greene and Costa. The new 
ministers from the Right would be the member for Newcastle and 
former newsreader Jodi McKay; Heathcote MP Paul McLeay; 
Strathfield’s Virginia Judge; former NRMA lawyer and the man 
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who took Bob Carr’s seat of Maroubra, Michael Daley; and Gadiel. 


He had also wanted to bring in the talented and often 


underestimated member for Monaro, Steve Whan, although that 
would have required another vacancy. These were to be Iemma’s 
rising stars. 

The two Left positions had already been endorsed that morning 
at a meeting of the Left caucus. Tebbutt was to come back into the 
ministry as deputy premier to replace Watkins, and David Borger 
would be promoted to fill the vacancy left by Koperberg’s departure 
in January. The Left had also secretly voted to endorse Rees as the 
new leader. Gadiel was panicked that the intensity of the situation 
would quickly spiral out of control and that a time-out was needed 
to avoid a situation in which Iemma would be forced to resign. The 
meeting was adjourned. 

Amery walked over to Iemma. “I heard you were going to 
resign,” he said. “You don’t have to, you don’t have to go down 
this path.” 

But it was as if lemma was hearing their muffled pleas through 
a tog. 

As he left the room, Stewart grabbed his arm and asked him to 
go into his office. Tanya Gadiel was already there and it wasn’t long 
before Amery found his way back there as well. They put their case 
to the leader, urging him to seek minimal change, to get rid of Costa 
and Meagher only, and to ensure his own survival. 

“You can do small change now and another reshuffle down the 
track,” said Amery. “But I can’t support ministers coming out of 
the Cabinet who don’t want to resign.” He spoke for all of them 
when he said that they could not and would not sanction the 
wholesale changes Iemma was looking for. 

lemma told them that he couldn’t afford not to make such 
changes and expect to remain as premier with any authority. The 
government was in real trouble, with the crisis in transport, 
inquiries into health and community services, and Meagher’s 
incident with her driver. 
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Amery and Stewart then proposed a mini-reshuffle: do two now 
and the rest later. 

“That is the worst of all worlds,” Iemma responded. “I tell the 
people at a press conference I’m doing half a reshuffle now and half 
later when I’m allowed to, well I might as well say, thanks ladies 
and gentleman, but see ya later. I will have no authority.” 

Santina had been hoping to see her husband before he went to 
the caucus meeting. By the time she arrived at Parliament House, 
she had missed him by only a matter of minutes. The door between 
Iemma’s office and the adjoining staff offices had been left open, 
and Iemma’s staff could see Santina walk past. They wondered 
whether she knew or not. Byres went in to Iemma’s private office 
to see her. 

“So what’s the latest?” she asked him. Iemma, in the confusion, 
hadn’t had a chance to phone her. 

“Well, it’s over,” Byres replied. And he took her through the 
events of that morning as they had unfolded thus far. 

“He has always tried to do the right thing by people,” she said, 
“and they haven’t done it by him. What a bunch of ungrateful 
bastards. Good on him.” | 

When the right-wing caucus meeting resumed, Iemma walked 
back in. “I was thinking to myself: How could I go in there and just 
retire? I had announced a reshuffle on Wednesday and called caucus 
together. How could I then say I decided not to do a reshuffle? I 
might as well have quit as well. What other choice did I have? It’s 
not like a policy where you can say circumstances have changed. 
It’s a reshuffle. I have to stand up and say these people aren’t in my 
Cabinet any more. Tripodi wanted a promotion. He wasn’t getting 
one. There was a mood in the Right to chop Joe, or at least deliver 
him a blow. Tripodi would have known that.” 

lemma had arrived at the point where he wondered what he was 
in the job for. The money had to come from somewhere to do the 
things the people of NSW expected from a government, and the 
changes to make it happen had to come from the blood spilt in his 
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Cabinet. The position of defiance from Jemma’s caucus, who (with 
the exception of a handful) had never served a day on the 
Opposition benches, derived from a misguided arrogance and belief 
that the good times would keep rolling on and the Opposition 
would continue as an irrelevant political force incapable of 
challenging Labor. That the precedent of Labor governance had 
been broken by allowing the unions to dictate when and how a 
government was able to engage in reform appeared not to concern 
them. 

The meeting reconvened. When Iemma went back in, the 
members were talking in low tones. Hatzistergos and David 
Campbell, his police minister, said that they were there to support 
the Premier but if the Premier didn’t get his way his position would 
be untenable. 

Iemma had hardly sat down when Upper House MP Amanda 
Fazio, the ALP’s rules expert, rose to address caucus to claim that 
what Iemma was demanding was a breach of caucus process. It was 
something that could be tolerated after an election but not now. 
Tony Kelly was next to speak, in defiance, and bluntly told Iemma 
he would not support his own sacking. 

“I will not resign,” he said, and furthermore he would seek the 
role of deputy leader of the Legislative Council. “Whan can wait.” 

West, Meagher and Greene remained conspicuously quiet. It was 
assumed that all three had been told by Tripodi and Obeid to keep 
their hands down and shut up. Let the posse pass, and they would 
be protected. Costa didn’t even turn up. 

Amery then said he could not support a ticket that just put new 
people in and took out some who had not caused trouble. It was a 
message to others in the room. He was torn between his loyalty to 
the Premier and his faith in the caucus system. It was a system that 
was often abused after election victories, when premiers demanded 
to have their way and got it. Rudd had done the same in Canberra. 
But he had gone a step beyond; he won the right even to choose his 


ministers with or without caucus approval. No one was going to 
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disagree with him after 11 years in Opposition. lemma w 
about to be afforded the same luxury. 

The meeting adjourned again but MPs remained in the room. 
During the recess, within the huddles, the message was being sent 
around to the various camps that MPs must hold firm and resist 
lemma’s call for change. In one corner, Amery was joined by West 
and then Stewart. 


as not 


“Morris said if you go, he will see it as a compromise,” Stewart 
said to West. 

The stress on West’s face said it all. Amery turned to both of 
them and in a stern voice ordered: “No.” 

Elsewhere, inside the room, Tripodi approached Iemma and said: 
“If you insist on this you might prevail but there will be so much 
blood that you will get it in a couple of weeks.” 

Finally the meeting was called to order for the last time. At 11.25 
am, Iemma addressed the meeting. 

“I have heard what has been said,” he said. “And I advise that I 
am resigning as premier.” 

Then he strode from the room, leaving everyone stunned. It 
should not have been a surprise to anyone, but in that moment 
when it came, they wondered what they had just done. 

Flanked by David Campbell and Justin Kelly, lemma walked 
back towards the elevators, past the fountain, the same way he had 
walked in, and past the media pack. When asked if he had survived, 
Iemma just stared ahead. 

“A report will be presented to the full caucus meeting,” he said, 
finally. 

He was not the broken man people would later describe. He 
walked back into his office to his wife and his loyal staff, composed 
and assured that he had taken the only path that was open to him. 
He asked Kelly to call Rees and get him down to his office. 

Rees pretended to be surprised when he walked into Iemma’s 
office. 


. . > 35 
“You’re the man,” Iemma said to him. “You’re the Premier. 
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ANTELOPE WILL stop frozen in their tracks when the lioness 
attacks nearby, only to resume eating grass as if nothing had 
happened. That is how Amery mentally recorded the minutes after 
Morris Iemma had walked out of Centre Unity for the last time. 
Like a scene from National Geographic. 

Iemma had barely left the Jubilee Room, the echoes of his last 
words still ringing in their ears, when the conversation turned to the 
issue of the next leader. 

“Can someone shut the door please,” snapped Tripodi. He called > 
for an immediate endorsement of Nathan Rees. 

“Head office wants us to support Nathan Rees and I move that 
we support him,” Tripodi told them before they could think to 
disagree. 

Della Bosca tried to halt the momentum. His preference was for 
Tebbutt. 

He asked if there were any other nominations. 

Sartor put his hand up as a possible contender and asked for an 
adjournment until Monday. “I need to speak to my wife first,” he 
said. 

“If you need to speak to your wife, you don’t want to be premier, 
Frank,” the response came from the floor of the meeting. 

With that, Rees was endorsed. 

“Fuck, I hope they know what they are doing,” said Sartor out 
loud, so those around him could hear. 

The meeting of the full caucus was scheduled for 12 pm. There 
was still time to change the outcome. Sartor, regretting his 
indecision, went upstairs to Hatzistergos’s office, where they both 
sat in bewilderment. Neither had put their hand up in support of 
Rees. Both agreed that he was unacceptable. It was 11.50 am. 

Hatzistergos called Tebbutt and asked her to stand for the top job 
at the full caucus. He and Sartor said they could guarantee that they 
could swing some votes from the Right across to her. She said no. 

Tebbutt was with Foley, Rees and his chief of staff, Ross Nielson, 


in Rees’s ministerial office, which was empty apart from a few 
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boxes. The only electronic device in the room, apart from their 
mobiles phones, was a fax machine on the floor. Rees was visibly 
nervous. He rang his fiancée, his childhood sweetheart Stacey 
Haines: “You better come in. I’m the Premier,” he told her. They 
were due to be married in January. 

Foley then turned to Rees, whose head was reeling, and delivered 
his final words of support. He reminded him of the deal to govern 
as a non-factional premier. “No matter how good or bad this turns 
out, whether it ends in tears or not, the best thing is you will never 
ever have to attend another meeting of the Left,” Foley joked. 

As Iemma waited in his office, MPs began assembling outside 
the party room on level 12 waiting for the full caucus to start. In 
a sign of the haste and chaos that had marked the transition of 
leadership, they could not open the door. No one had the punch- 
code for the door lock. Up to 40 media, camped outside behind 
makeshift bollards erected by the parliament security staff, 
watched on with amusement. It was an embarrassing start for the 
new administration. The caucus meeting was postponed until 
12.30 pm. 

Meanwhile ministers began to file through lemma’s door to wish 
him well. Most were in a state of disbelief. First came Daley, then 
Whan, and then Kristina Keneally and Barbara Perry, both in tears. 
David Campbell followed. Finally he spoke. “What the fuck just 
happened then?” It was a rhetorical question but it summed up the 
swiftness of the blade that ended Iemma’s career. John Hatzistergos 
was the next to enter. His was also a question to which the answer 
was obvious. “What did you do that for?” 

At 12.40 pm Iemma went upstairs to the full caucus meeting. 
He had one last duty to perform, as well as the opportunity to face 
his enemies and look into the whites of their eyes. He held his head 
high as he walked past the media throng and flashed an ironic 
smile. He considered the media to have been just as complicit in 
denying the legitimacy of his government as those in his own 


party. 
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Costa strode past in similar humour and dispensed a cryptic 
message to the reptiles. “Look, it’s got no sugar,” he said, pointing 
to a can of Coke Zero in his hand. 


REES AND Tebbutt, at 41 and 44 years of age respectively, were 
the youngest partnership ever to lead a NSW government. They 
were rushed to Government House, a block away down Macquarie 
Street, to be officially sworn in by the Acting Governor and NSW 
Chief Justice, Jim Spigelman. 

For the next 12 hours, until Bitar returned from the United 
States, the Left held the top three positions of the NSW Labor Party: 
premier, deputy premier and Party secretary. But it was something 
that others in the Left were keen to avoid broadcasting. If the Right 
were to focus on what they had done, they might very well decide 
to undo it. 

Iemma called a media conference, his last on the 41st level of 
GMT. When he walked in, he looked around as if to survey the 
architecture of a space that he had come to loathe. It was in this room 
that he was always at his most uncomfortable, in front of the press 
and the lights and cameras. His entire office staff stood at the back 
of the room, behind the machinery of the media, and many wept. 

“They didn’t want to do it my way. They can get on without 
me,” Iemma declared. “They said we want you to lead but not with 
your team. I wasn’t going to serve as the head of a Cabinet that was 
being foisted on me and I wanted change and that wasn’t going to 
be possible.” 

He then announced he was retiring from parliament, effective 
immediately, handing Rees his first headache: a second by-election. 
The first he had inherited by virtue of Watkins’ retirement. Other 
headaches were to come. 

lemma said he had a new job already lined up: “Husband and 
father.” 

“There are five people at home at Lakemba who will be glad to 
see me and at the end of the day, that will do me.” 
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He went back to his office. They proceeded to drink away the 
afternoon and most of the evening before Iemma pulled up stumps 
and his staff went off to Karaoke. 

He woke on Saturday morning to the first day of a new life. He 
and Santina began packing to take the family away on a holiday. 

In neighbouring Fairfield, at the home of Joe Tripodi, Obeid and 
his mate were getting down to the business of shaping the new 
Cabinet. Bitar had landed in Sydney from LA and a phone hook-up 
was organised between them and Rees. 

The first name on the chopping block was Sartor. By mid- 
afternoon, Tripodi and Obeid were calling the other caucus leaders 
to gauge the mood for sweeping change, the same change that 
lemma had been seeking. But they weren’t just proposing to fulfil 
the list of casualties lemma had proposed; they wanted to go even 
further. 

“How would you feel about getting the numbers together to vote 
against Della Bosca, to get him out of Cabinet?” Amery was asked. 

“No, I will not,” said Amery. It was carnage, a wholesale 
cleanout. 

That night Iemma got around to going through the messages left 
on his phone the day before by well-wishers and the guilt ridden. 
He discovered a long and heartfelt text message from Julia Gillard, 
wishing him the best. 


Some days later he received a letter from Neville Wran: 


Dear Morris, 

The circumstances of your departure and your conduct throughout 
the whole distasteful affair reflect great credit upon you which, of 
course, could not be said of those who orchestrated the debacle. You 
will be remembered for your positive contribution to the party and 
the community long after the Lilliputians, who created the 
impossible situation that confronted you, have been forgotten. 
Kindest regards, 

Neville Wran AC, QC. 
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THEY CAN GET ON WITHOUT ME 


There was also a missed call and a brief message from Rudd. 
“Just rang to see how you are,” hed said. 
‘ g i ? 3 5 ‘ 
lemma didn’t return Rudd’s call, bitter that had Rudd made the 
one call Iemma had asked for, none of this would have been 


necessary, and NSW would have been on a solid path. 
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CHAPTER 28 





The Party's over 


T OCTOBER 2008, Karl Bitar received a surly text message. Ít 
was barely a month after he had helped install Nathan Rees as 
the Premier. Despite telling Rees he would be sticking around to 
help him, Bitar was resigning as the NSW Party boss and taking 
over as Rudd’s new campaign director. 

“Congratulations on the new job,” read the text from Frank 
Sartor. “Now that you’ve fucked up NSW, you can go and fuck up 
the country.” 

Within weeks of lemma’s execution, the two most senior federal 
government operatives had quit Rudd. The first to go, at the 
beginning of October, was the ALP national secretary and Rudd’s 
campaign director, Tim Gartrell. A week later, Rudd’s chief of staff, 
David Epstein, resigned. Gone were the two men Rudd owed most 
to tor his election victory. 

Their departures had little to do with the events of NSW and 
much to do with the demands of working for Rudd himself. Epstein 


had always intended to stay only a short time after the election. 


260 





THE PARTY'S OVER 


Nevertheless, Epstein left harbouring personal concerns about 
what had happened: that Rudd had been wrong not to back Iemma 
and the NSW Government’s reforms. | 

In the final weeks of Iemma’s leadership, when Rudd was doing 
everything to avoid talking to Iemma, Epstein is reported to have 
had told Rudd explicitly that he needed to call Iemma — that, if 
nothing else, he had a moral obligation to do so. 

The timing of both departures was perfect for Arbib and Bitar. 
Arbib got on better with Rudd’s deputy chief of staff, Alister 
Jordan, who replaced Epstein. And Gartrell’s departure opened up 
an opportunity for Bitar to escape NSW and become the new 
national secretary of the ALP. 

It was a huge leap for Bitar, who had been the state secretary for 
-only a year. But it was a bigger leap of faith for Rudd. 

Now, more than ever, he would rely on Arbib and Bitar as his 
new political diviners. Arbib had assured Rudd that what had 
happened was necessary. The NSW Government would now be far 
more stable, and presumably pliable, in the hands of a premier who 
would dance to the beat of those who put him there. 

But Rudd had to put aside creeping reservations about the 
decision to shoot Iemma and the political judgement of those who 
pulled the trigger. He was said to be “pissed off” when told that 
lemma’s replacement was Rees. He had been led to believe that, if 
there was going to be a change, it would be Carmel Tebbutt. He had 
been impressed with her when Albanese had brought her over to 
Kirribilli House to meet him. He didn’t like Rees and he made no 
secret of it. 

“They have all lost their minds,” Rudd had confided in his staff. 
He had come to the view that NSW was now being run by a bunch 
of log-heads. He felt compelled to make a public statement calling 
on the NSW Party to get its act together. 


“IT’S BEEN a bad year,” conceded Mark Arbib, when he appeared 


on the ABC’s Lateline a week later, on September 12. But it seemed 
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a rather understated assessment considering how disastrous the 
decision to dump Iemma for Rees would prove to be. Within days 
of taking office, Rees was confronted with his first real political 
challenge. The Australian newspaper published allegations that 
NSW Police Minister Matt Brown had been seen dancing in a pair 
of green underpants at a post-Budget party in June. 

The Brown scandal was the first of a new and unedifying round 
of ministerial embarrassment that began almost immediately on 
Rees’s appointment. It didn’t seem to matter that the allegations 
against Brown were false. Brown had not been dancing in his 
underpants at all. He claimed to have been alone in his office, 
freshening up before a parliamentary division, when he had walked 
from his bathroom to turn the music down on his stereo. He 
assumed someone had seen him through the window. Brown had 
told Rees that the rumours had been circulating around parliament 
for months and were not true. Rees, however, had decided that he 
needed to look tough and decisive. So he sacked him. 

For his part, Arbib confessed to at least some responsibility for 
the mess NSW was now in. “First, I think we all have to take some 
responsibility for the last 12 months especially,” he said. “The 
electricity issue in particular has really placed a huge stress on the 
Party, and it’s been a terrible year for everybody and everyone has 
to take some responsibility. The good thing is, at last, we have a 
change and hopefully now they can move forward. ”> If moving 
forward meant lurching further into disaster, he was right. 

Rees’ inexperience, and the depths to the bitterness over what 
had happened, was revealed when the Premier was forced into a 
humiliating public explanation for claims he made that Reba 
Meagher had left him a message informing him of her intention to 
vacate her Cabramatta seat and resign from parliament. He was 
right about her quitting. He was wrong to claim she had left him a 
message. When Meagher put out a media statement asking for him 
to explain his remarks, Rees had to admit that he had only assumed 


she left a message. “I made a blunder,” he said. “That reminded me 
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of what a schoolteacher used to tell me: when you assume, you 
make an ass out of you and me.” 

If lemma thought he had a disaster to deal with every three 
months, Rees was shaping up to have one every three weeks. On 
October 29, Tony Stewart, who had been promoted to the ministry 
by Bitar as a sop to the Trogs’ support for Rees’s leadership, was 
accused of verbally abusing and touching the leg of a female staffer 
at a celebrity charity fundraiser. Rees commissioned solicitor Chris 
Ronalds to conduct an investigation and subsequently sacked 
Stewart when her report supported the account of the alleged 
victim, Tina Sanger. 

Stewart repeatedly denied the allegations, was supported by a 
number of witnesses, and later sued the Crown for unfair dismissal 
and denial of natural justice in a test case on common law rights for 
MPs. Although the Supreme Court dismissed the case, finding Rees 
owed him no duty of natural justice as a minister, he continued his 
fight to restore his reputation and felt partially vindicated when he 
was promoted to a parliamentary secretary role not long after Rees 
himself was replaced as premier. 

The most remarkable aspect of the Rees administration was that 
it lasted as long as it did. The first political mistake Rees made was 
his admission at a media conference that Bitar had been 
instrumental in choosing his Cabinet. He could not have been more 
unambiguous about who had been pulling the strings. 

Rees once predicted that lemma’s privatisation plans would end 
in tears. They did, but the tears would ultimately be his. 

His spectacularly short career as premier of NSW had been little 
more than a series of catastrophic events and bungled policy 
announcements, including a celebrated backflip on the centre-piece 
of the November mini-budget. He was eventually forced to admit he 
was “wrong” to try and scrap the popular student travel 
concessions. Incidents such as denying that he was the NSW premier 
when he was spotted by a journalist in New York where he had gone 


to get married in secret, never endeared him to the news media. 
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WHAT WAS harder for Iemma and Costa to stomach than being 
replaced by an administration clearly struggling with even the basics 
of government, was that those who had been instrumental in 
putting Rees into the job, their former friends, were the ones 
rewarded. The most notable was Tripodi’s instant elevation up the 
Cabinet ladder to the job Iemma had refused him: Finance Minister. 
It was something that Bitar and Arbib had to accept as the price for 
getting rid of lemma and Costa. 

Bitar’s promotion was self-evident. Less obvious was the choice 
of his replacement, Matt Thistlethwaite. Thistlethwaite had been 
Robertson’s deputy at Unions NSW. When he was appointed NSW 
ALP general secretary, he became the first union leader to be put 
into the job without years of Party grooming. 

But the most controversial of appointments came with the 
announcement in October that Robertson himself was getting a job 
in government. He was standing down as the boss of Unions NSW 
and, through a deal brokered by Obeid, Tripodi and Bitar, was 
taking Costa’s spot in the Upper House, following his decision to 
resign from parliament in disgust. Like lemma, Costa would never 
contact Tripodi again and would barely speak to Obeid. 

The early disasters of the Rees project had already prompted a 
complete rethink of the problems of NSW Labor. The old paradigms 
no longer applied. No amount of spin or focus-group-driven policy 
prescriptions were going to get them out of a polling black hole. Rees 
_ It was the word 


5 


by then had earned himself the nickname “Filthy’ 
he used to describe his mood whenever something went wrong. 
Arbib and Bitar knew that Rees, as a minority left-wing premier 
pretending to be factionally neutral, would be vulnerable and would 
survive only while Tripodi and Obeid supported him and kept the 
Right locked in behind him. And considering the hostility that 
Tripodi held towards Arbib and Bitar, his continued support could 
never be assured. They needed a way of breaking Tripodi’s power 
so they could call the shots in NSW. But they needed to do it 


without inadvertently blowing up Rees at the same time. 
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So a covert plan was hatched. And it involved the bitter 
execution of a long-time friend. 

Under Bitar’s orders, Rees sacked his chief of staff, Ross 
Nielson, a man who had served him loyally for years and had 
become a close friend. It proved that Rees was prepared to be 
ruthless. His replacement was the smooth-talking former Carr 
spin-doctor, Graham Wedderburn, who had once been Rees’s boss 
in Carr’s office. Wedderburn had a reputation for hating Tripodi 
and Obeid. 

He was expected to bring some policy sense back to the 
government and some stability to the caucus, and in his spare time 
to work on breaking down the Tripodi-Obeid power base from the 
inside. 

Luring Wedderburn back to the government from a $400,000- 
a-year job as the government relations manager of Origin Energy to 
a job paying half as much required a deal to put him into the Senate 
at the next federal election. The deal, agreed to by both Arbib and 
Thistlethwaite, was witnessed by Carr over a seaside breakfast in 
January 2009.°° 

While Carr held Wedderburn in high regard, other ministers in 
Carr’s Cabinet were less favourably disposed towards him. Costa 
called him Wormtongue the Intriguer, after the fictional character 
in Lord of the Rings. 

But if anyone had believed for a second that Labor’s electoral 
prospects would improve when Morris lemma was removed or even 
when Wedderburn was installed to help sort out the mess, the 
notion was quickly disabused. As it turned out, Wedderburn’s 
appointment had little effect on improving Rees’s government. 

By the time Wedderburn had joined Rees’s office in February 
2009 the opinion polls had seen the Labor primary vote drop first 
to 29 per cent and then further to a new record for Labor in NSW 
— 26 per cent. At that abysmal level, even rusted-on Labor voters 
were being chipped off the Party base. The figure had barely 
improved by the time Rees left office. 
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Keating summed up the failure of the experiment when we spoke 
a year later: 


In the end they decided — Riordan and Robertson — that they 
could burn the Premier off. 

They did burn him off and they defeated him. I told Robertson 
in my meeting that if you and Bernie cause a defeat and cause a 
resignation of a premier and the destruction of a government, this 
will weigh very heavily upon you ... on your reputations. 

And of course what has happened? From the moment Iemma 
resigned to now, we have seen nothing but a decrease in the primary 


vote. The primary vote has gone down sharply. 


BY SEPTEMBER 2009, things were grim. The issue of Rees’s 
leadership had become a day-to-day proposition. The Right was 
getting restless, realising that the Rees experiment had failed and 
that their electoral prospects would have been demonstrably better 
had they stuck with lemma. 

Talk of a challenge, from either Sartor or Della Bosca, had been 
bubbling since January but had begun to gain serlous momentum 
by the middle of the year, until Della Bosca’s forced admission to 
an affair with a 26-year-old woman. Della Bosca’s supporters were 
in no doubt that Rees’ office had been behind the leak. And again, 
Della Bosca was forced to step down from the ministry. 

Rudd, by then, had become apoplectic about the state of NSW. 
He was turning his mind to the next federal election, to be held by 
the end of 2010, and the reality of going to the polls with NSW 
Labor in such a shambles was highly unattractive, and risky. NSW's 
four-year fixed terms meant that the state election was not due until 
March 2011. 

Unlike when Rudd was elected in 2007, there was a greater risk 
that NSW voters would take out on federal Labor their frustrations 
with the state government. It had become a very real concern. Voter 


anger could easily overcome logic. There were five marginal seats 
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in or around Sydney that could be badly affected by the continuing 
deterioration of Labor’s brand in NSW. 


Rudd reportedly told Arbib that since he had been responsible 
for the mess, ıt was time he fixed it. 


RUDD FINALLY realised he would have to intervene in NSW, if for 
no other reason than his own sake. A secret plan was hatched 
between Rees, Thistlethwaite, Foley, Wedderburn and Arbib, 
Albanese and John Faulkner to finally wrest control of the NSW 
Labor Party from Obeid and Tripodi and to end any chance of a 
challenge to Rees’s leadership. 

Three weeks before the 2009 NSW Labor state conference, the 
30-year-old rising star Alister Jordan, Rudd’s new chief of staff was 
brought into the loop. Bitar was left out, something he would later ` 
be grateful for, despite being initially affronted by his exclusion. 

The plan was to give Rees “Ruddpower”: they wanted to take a 
resolution to the conference giving Rees the right to choose his own 
Cabinet, just as Rudd had given himself on winning government. 
But first, they had to stop Tripodi from jumping ship into federal 
parliament. They knew he had designs on running for the seat of 
Fowler in western Sydney, and when Arbib heard about the sitting 
member Julia Irwin’s intentions to resign, he got the NSW 
Administrative Committee to pass an extraordinary resolution 
blocking state MPs from running for federal parliament. Tripod 
had been stopped. 

The notion of extending Ruddpower into the states had been 
floating around since the 2007 national conference as an idea that 
should be considered by the national executive. Rudd had changed 
the rules in terms of vesting in the leader total authority to choose 
who and who did not come into the ministry, thereby sandbagging 
the power of the factions. It was an authority lemma could have 
desperately done with while he was still in office. 

By September 2009, Foley, Arbib and Albanese had started 


toying with the idea and had discussed it with Rees, who was 
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desperate for anything to give him command of his rebellious 
caucus. He confided to Foley that he was prepared to quit if it 
couldn’t be resolved. 

Rees got what he asked for. At around midday on November 14, 
he walked off the stage at Darling Harbour after addressing the 
2009 NSW Labor state conference. He had caught the room by 
surprise with his request that they vote to give him special powers 
to choose his own Cabinet and clean up the stench of the NSW 
Labor government. Backing him was a video, beamed onto screens 
in the hall. It was Rudd, in Singapore for another APEC meeting. 

Gillard, from the Left, had also been drafted into the act, and 
she gave her public support to Rees the following day. 

Following Rees’s speech, Riordan asked for a text message to be 
sent to all members of the NSW Right to meet at Stage Door 5 for 
an emergency caucus meeting.Tripodi sat in stunned silence at the 
meeting, which cut across the SPLP, the federal caucus, the unions 
and the rank and file. 

Thistlethwaite was nervous. He knew exactly what was at stake. 
He and Foley had concocted a story that Thistlethwaite had only 
been made aware of Rees’s plan that morning. Had the hardliners 
in the Right known the truth — that Thistlethwaite, their factional 
leader in the machine had conspired to give powers to a left-wing 
premier to axe ministers — he would not have survived long enough 
in his job to deliver it. “We should support the Premier,” he told the 
group. “This is about unifying and winning the next election.” 

Thistlethwaite told the meeting he had only found out about the - 
plan at 7.30 am that day when he received a message from Foley 
who had left it the night before. The truth was that he had been one 
of the plan’s architects. He had even told Foley weeks before: “If 
you want to do this, you will have to dump Tripodi.” 

Barely anyone said a word as the once all-powerful NSW Right 
voted to give a left-wing premier unprecedented powers to sack 
ministers at his discretion. It was the same privilege their former 


right-wing leader, Iemma, had been seeking when he went to his 
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caucus seeking change — and was unceremoniously dumped for it. 
Tripodi knew the fix was in when Tony Burke and John Robertson 
rose to support the plan. Arbib had pre-assigned them to exercise 
their influence in the Right to ensure it got through. Robertson’s 
support ensured that the right-wing union officials loyal to him 
would back it as well. 

Tripodi knew his days were numbered, and he left the meeting 
‘na daze. It wouldn’t be days, but hours, before the guillotine fell. 

That afternoon Thistlethwaite called Tripodi to tell him that Rees 
was dumping him from Cabinet. In what appeared to be a rush of 
blood to the head, Rees also sacked Macdonald, interpreted as a 
favour to Foley who believed that Macdonald had welched on a deal 
to leave parliament so Foley could take his Upper House seat. Rees 
was also convinced that Macdonald, a close friend of Della Bosca’s, 
and who made no secret of his dislike for Rees, had been one of the 
protagonists in the year-long campaign to undermine his leadership. 

For the architects, their plan seemed ingenious. By shoring up 
Rees’s leadership, not only would they bring an end to the decay in 
NSW; they would also break Tripodi and Obeid’s stranglehold on 
the NSW parliamentary power base of the NSW Right and restore 
order to the Party under a unified cross-factional team under Arbib, 
Thistlethwaite, Albanese and Foley. 

That night, at a celebratory dinner of the Left, Albanese and 
retired minister Rodney Cavalier were reported to have been 
cheering that the Left had finally taken over NSW. Foley told them 
to put a lid on their enthusiasm. If the Right woke up to what had 
happened, what it had been complicit in creating, the Left’s glories 
would be short-lived. 

And he was right. 

On Sunday morning, Tripodi and Obeid began planning their 
revenge. 


IT TOOK only two weeks for Rees’s dream bubble to burst. At the 


annual media Christmas drinks on December 2, Rees pulled two 
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journalists aside to tell them that he knew his enemies were coming 
after him but he thought he could survive. 

A challenge to his leadership was imminent. What he hadn’t told 
them was that Thistlethwaite had that afternoon visited him in his 
parliamentary office to tell him he no longer had his support. 

For the next 24 hours, three groups battled it out for the prize 
of who would control the nation’s most powerful branch of the 
Australian Labor Party. 

Thistlethwaite, with Riordan’s backing, knew that Tripodi and 
Obeid had the numbers to roll Rees if they wanted to. So he decided 
to act first. He was backing Sartor to take over. As Party secretary 
he had to be seen to be on the side of the winner, if not installing 
one himself. Sartor appeared to be their best option. Tripodi and 
Obeid had decided that, if the challenge was coming, then it would 
be one of theirs, a Terrigal, who would be victorious. Their long- 
term plan to install the American-born Kristina Keneally was 
brought forward. 

“There is no way Sartor is becoming fucking premier,” Tripodi 
had told Thistlethwaite in the corridor outside his office. He had 
just learnt the Party head office was planning to initiate a spill. 

“Keneally isn’t ready,” Thistlethwaite argued. 

“I know that, but I’m telling you it’s not going to be him.” 

Arbib, knowing that any chance he had of retaining a hand in 
the control of NSW Labor was about to evaporate, made a 
desperate attempt to salvage the situation. He called Tebbutt and 
asked her to put her hand up for the leadership. Foley, white hot 
over what he believed was a betrayal by Thistlethwaite of his 
promise to dig in behind Rees, went to Tebbutt as well. After more 
than a year of saying no, Tebbutt finally agreed that if Rees was a 


dead man walking, she would do it. 
REES’S LEADERSHIP was over — he knew that when he called a 


media conference on the morning of Thursday December 3. The 


young and inexperienced MP, who it was often said could have been 
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premier one day but not then, owed his failed leadership not just to 
Bitar, Arbib and Foley but to Obeid and Tripodi. He decided that, 
if he was going out, he would go out in a blaze, and he would try 
to take some of them with him. 


“Throughout the last 15 months my ability to do good has been 
impaired at every turn,” he said. 


A malignant and disloyal group well known to the NSW community 
has made the business of government almost impossible. The 
presence of such a group in the nation’s oldest and proudest political 
party is intolerable. Their treachery and disloyalty can be borne no 
longer. For that reason, I embarked three weeks ago on a campaign 
to clean up NSW politics. 

I will not hand NSW over to Obeid, Tripodi and Sartor. The old 
regime will never dictate again the fortunes of our party, nor will 
they regain the levers of control. 

Should I not be premier by the end of the day, let there be no 
doubt that any challenger will be a puppet of Eddie Obeid and Joe 
Tripodi. 


The decision now lies in the hands of my caucus colleagues. 


Within 15 months of the fall of the lemma government, the 
Rees experiment collapsed. Kristina Keneally emerged from the 
caucus meeting at 4.30 pm that day as the fourth Labor Premier 
of NSW in a little over four years, but only just. She had won by 
two votes in the Right caucus over Sartor, who suffered a last 
minute defection by two key supporters. Thistlethwaite had also 
switched camps to Keneally when he realised that Sartor did not 
have the numbers. Tebbutt had pulled out when it became obvious 
that the Right was in no mood to entertain another left-wing 
premier. 


BUT THE other story of that same day was the collapse of Kevin 
Rudd’s NSW power base and the emasculation, at the hands of 
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Eddie Obeid and Joe Tripodi, of Mark Arbib, Karl Bitar and 
Anthony Albanese as the powerbrokers in NSW. 

Any hope that the situation in NSW would get any better for 
Rudd evaporated that day. NSW had become even more electorally 
toxic than it had been a year earlier and now, more than ever, the 
NSW poison risked contaminating the federal Labor brand. 

Rudd faced the real possibility that, unlike his first election, the 
next one might see him go seriously backwards in NSW. 

And not just because of his falling popularity, but because of his 


own deliberate unwillingness to act when asked to by lemma. 


FOLEY DID not speak to Thistlethwaite for a month after the 
events of December 3, despite sharing offices on the same floor at 
Sussex Street headquarters. He was livid that Thistlethwaite had 
signed up with him to protect Rees, only to dump him two weeks 
later without warning him. He believed Thistlethwaite should have 
resigned as well. 

Rudd had never understood NSW, and those advising him had 
completely misjudged the situation through their own failure to 
understand the culture of the NSW Right. 

In the end, Thistlethwaite succumbed to the pressure of the 
imploding faction and announced, in February 2010, that he would 
resign after the federal election. But in the tradition of NSW Labor 
Party patronage, in a deal struck with the key union officials, 
he would follow Arbib’s footsteps into the Senate, securing the 
number two position on the Party’s ticket. 

There was little doubt among those in the Party that 
Thistlethwaite decided to jump before he was pushed. Tripodi, 
Roozendaal and a number of senior Right wing MPs were furious 
with Thistlethwaite for what had happened at conference. But not 
as angry as they were with Wedderburn, who they also blamed for 
being behind the strategy to axe Tripodi. 

It was a beautiful irony, they thought, that Thistlethwaite was 


taking the winnable Labor Senate spot that had been promised to 
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Wedderburn by Arbib. They had killed two birds with one stone 
and wounded another — Arbib. 

But the collapse of the relationship between the Right and Left 
Party bosses, and the bitter divisions within the NSW Right, handed 
both Rudd and Keneally a NSW machine that could barely 
function. 

In an interview with me in late 2009, Iemma noted that Rudd 
had not only broken his promise by refusing to intervene to help 
him on an issue of policy and union threats to MPs, but when he 
finally did act it was for purely political motives — to save Iemma’s 
successor Rees — and he spectacularly failed. And in the process, 
Rudd was publicly slapped down by the very people Arbib had been 
trying to remove. 

On the night of Keneallys ascension, at a party in Obeid’s office 
to celebrate the parliamentary Right’s return to power, Obeid was 
gloating about how he had “stuck it up” both Rudd and Arbib. 

Rudd was so appalled that Arbib and others had asked him to 
publicly back Rees, only to have it blow up in his face, that it took 


him three days to phone Keneally and congratulate her. 
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CHAPTER 29 





End of empire? 


px KEATING DIPPED his head into his hands in 
exasperation as if to suggest the answer was obvious. 

Plastic-backed, metal-framed chairs were stacked up around a 
dozen white tables pushed together in the middle of a conference 
room downstairs from his Sydney office in Tusculum House. The 
shutters on the Regency-period windows, leading to a portico 
surrounding the mansion, were still closed. It left the room dark, 
echoing a classroom locked up for the end of semester. 

His trademark sparkle was there when he looked up again. 

“There’s an old saying,” he told me. “‘Where goes NSW, so goes 
federal Labor.’ The state of the NSW Party is always an issue for 
the federal leadership.” 

I interviewed Keating on the crisis in October 2009. His broader 
assessment was that the events that led to Morris Iemma’s downfall 
were an issue not just for NSW Labor but for the Labor Party 
nationally, and importantly the current federal leadership. The 


disaster that was unfolding in Queensland, with emboldened unions 
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threatening to bring down Premier Anna Bligh over a reform agenda 
similar to Iemma’s, was enough evidence that the Party was facing 
a watershed in its evolution. 

“Tt is still true that you can’t win a national election unless you 
do reasonably well in the state of NSW ... because you have a great 
body of the population,” Keating continued. “I mean, 40 per cent 
of the national economy operates between Wollongong and 
Newcastle. You have to do well here and manage fortunes well.” 

Among all the things said and revised about Morris Iemma’s 
dismissal, what most in the Labor Party are unwilling to acknowledge 
are the unresolved issues it raises about the future, structurally and 
electorally, of the ALP both in NSW and nationally. 

The most obvious immediate political concern for Kevin Rudd 
is that Arbib and Bitar’s failure to wrest control of the 
parliamentary NSW Right from Tripodi and Obeid has now left the 
Prime Minister without a power base in NSW, something that has 
long been seen as critical to any federal Labor leader’s stability. 

In 2010, Rudd is heading into a federal election with a 
dysfunctional NSW party machine. 

For Arbib and Bitar, who spent much of their political careers 
trying to consolidate their power base in NSW, the events are major 
setbacks to their own political ambitions. 

At a time when the Party’s union base holds so much sway over 
its broader policy, and the NSW parliamentary leadership is 
propped up by vacuous factional interests, the big question is 
whether Australia will trust Rudd’s ability to deliver on his 
promises of reform, whether in health, education, transport or 
even energy. 

Obvious questions arise from Rudd’s failure to keep his promise 
to Morris Iemma. Few would suggest that national conference can 
now dictate policy to the federal Labor government. But can 
anyone be expected to believe that it can or will be able to deliver 


on its own reform agenda when its internal structures have been 
torn apart? 
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Keating suggests that the ballast of the NSW branch has been 
jettisoned, depriving it of the ideological rigour and political 
stability required to keep the federal Party on an even keel. 


What has changed in NSW is that the Party machine is now 
impressing itself, or a faction of the Party is now impressing itself 
on the government ... and the government now dances to the Party’s 
tune rather than the other way around. This is not a winning 
formula. 

Labor has had control of NSW for the great part of the 20th 
century on the basis of the government in Macquarie Street having 
a sovereignty of its own relative to the Party. There was of course a 
union base, and Party membership and co-operation but 
nevertheless in term of the calibration of power, the Premier and the 
Cabinet had the call. 

That is what has changed. 


But that has only come about, says Keating, because of the 
cultural changes within the Party, particularly at the helm of the 
NSW machine, which he says has become a vehicle for driving the 
personal ambitions of those within it. Incapable or unwilling to act 
as a steadying force, it has allowed a cabal of union leaders to call 


the shots. Keating puts it like this: 


The Right had been around since the 1930s, since McKell. And it 
worked fine and had worked fine ever since. 

We were the faction that never met ... I tried to democratise the 
faction and get rid of the old label, The Right, and renamed it 
Centre Unity which is really where we were ... I changed the name 
in 1980 and started caucusing and inviting people to open meetings. 

I think the problem with Centre Unity in NSW is that it lacks 
now an ideology. When I say an ideology ... it lacks an ideology 
other than the sheer pursuit of power ... it’s clear enough about 


that, but power for what? And to do what? 
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This is where the national Party always depended on Centre 


Unity ... its processes, its real world touch. 


Barrie Unsworth is equally derisive of the individuals he believes 
destroyed not only the traditions of the Party but those of the Labor 
Council, which previously never saw itself oppose Labor 
governments but would find a way through to get a deal. 

“One should ask why a small number of individuals took it upon 
themselves to squander the heritage conferred on them by legions 
of Labor stalwarts of previous generations,” says Unsworth. 


Was it lack of intellect? Was it a failure to foresee the future needs 
of the citizens of NSW? Was it a belief that the government elected 
by the voters of NSW should be subservient to the whim of one or 
two strategically placed union officials? 

The answer currently eludes me. 

In the future Labor historians will look back at the events of 
2008 and place blame wherever it should fall, if the Australian 
Labor Party, and the great number of people in the community that 


it represents, suffer as the result of those events. 


Bernie Riordan was reluctant to say much about the events of 
2008 and his role as the NSW Party president in the unravelling 
of the Iemma government. But he was the only one among the 
many involved who was at least prepared to publicly defend the 
position he took. “The fact is my position had never changed. 
Electricity is an essential service and it is a service that the public 
expects to be provided by the public sector — the government,” 


he says. 


Elections have been won and lost over electricity. I don’t believe | 
was compromised. I never hid my views. I was no more 
compromised than Michael Costa was as junior vice president and 


Labor Council secretary. I made my views very clear. My paid job 
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was with the ETU, I got paid nothing by the ALP. My job as 
president was to uphold the policy platform of the Party. 

Once privatisation occurred, I was concerned about the future 
of the Party. PII not deny that. But no individual can hold the Party 
to ransom. 

Would the NSW Labor Party be in better shape if it hadn’t have 
occurred? I’d be kidding myself if I didn’t say yes. | 


John Robertson, now the NSW government minister responsible 
for electricity reform, declined the opportunity I gave him to 
publicly defend his role in bringing down the Iemma government, 
as did Karl Bitar and Mark Arbib. They were content, they said, to 
leave the analysis to others. 

As for the national consequences of Rudd’s failure in his first 
term to ensure the delivery of reforms in NSW, Costa is typically 
harsh in his criticism. He believes that it was due to Rudd’s inability 
to see past his own desire to be popular that NSW was allowed to 
fall into paralysis. But, Costa says, as much as Rudd was complicit, 
he also became a victim himself of the demolition of the NSW 
Right: 


We are now in this situation because Rudd, whether because of 
advice from Arbib or Bitar, or others, failed to meet a commitment 
he made to Morris lemma. That’s the long and the short of it. 

Morris Iemma, because of who he was, wrongly believed that 
we could win the argument on the merits of the case. And he 
wrongly believed that Rudd would step in and save the day. 

What are left are unsettled disputes about the relationship 
between the union base, and the Australian Labor Party and its 
future, and it stems back to Rudd’s initial failure to keep his promise 
to lemma. 

What Rudd doesn’t realise is that he has also crippled his own 
agenda. The Party is now dysfunctional in terms of policy with 


domination of the unions ... the only way it was able to operate was 
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through the authority of the leader, the federal leader ... Rudd failed 
to do that. 

If anyone could have influenced the outcome of privatisation it 
was Rudd ... and he failed by walking away from his commitment 
to Morris. 

Crean used his authority as leader to reduce the union 
representation on conference from 60/40 to 50/50. Beazley used his 
authority on issues of free trade. That’s where Rudd has failed ... 
he didn’t understand how to apply his authority. He was at the 
height of his political authority after winning an election, after a 
decade of conservative government ... and having decisively won it. 
He could have easily delivered ... but he chose to put his political 
prospects before the policy position. He chose to take the advice of 
machine men. He just doesn’t understand the importance of micro- 
economic reform. 

What it was all really about was a bunch of politicians that 
wanted to do something and a bunch that just wanted to win. It’s 
symptomatic of politics worldwide. 

But Rudd would have still been better off honouring his promise 
to Iemma. In retrospect he would have been better off doing what 
he should have done in the first place and honoured his promise on 
electricity reform. 

You would now have had a state government cashed up and 
shovel-ready on infrastructure projects. 

Rudd himself became a victim in all of this because of he took 
bad advice. He will go to an election with a NSW branch, a Party, 
in more disarray than when he had come to power. And he has no 


strategy to fix the problem. 


THE EVENTS of 2007 and 2008 were defining for the ALP. Unlike 
true social democratic parties around the world such as in the 
United States, on which the modern Labor machine men like to 
model their techniques, the ALP is, and has always historically been, 


a labour party, founded by the trade union movement. 
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Rudd’s problems are the same as those that Labor parties have 
always faced in Opposition and have pretended don’t exist in 
government. In the 1950s, around 60 per cent of the Australian 
workforce belonged to a union. Now it is less than 15 per cent. Yet 
within the structures of the Party, in its administration, its selection 
of who represents the unions in the parliamentary Party, the unions 
command 50 per cent of the votes at both state and federal 
conference. 

The difference under Keating and Hawke was that the Party 
machine was robust enough in an ideological sense to call the shots. 
It also helped to have a sensible, coherent union leadership that 
didn’t see its role in campaigning as a political lobby. 

More than 20 years ago, Keating managed to push through 
labour market deregulation, privatisation of a national banking 
institution and a national airline with barely a whimper. 

Yet in 2008, a newly-elected federal Labor Prime Minister couldn’t 
bring himself to come to the aide of a provincial government seeking 
to sell a few clapped-out, coal-fired power stations, as Costa likes to 
describe them. And this is the heart of the issue. 

Keating believes that the real economic reform that governments 
need to pursue in the 21st century is confined to areas controlled 
by state governments such as Health, Transport, Education and 
Energy. 

The privatisation of the NSW electricity industry, unpopular as 
it may have been electorally, was a policy gift to Rudd Labor, a key 
plank in a real agenda for broader micro-economic reform. That it 
was scuttled on the basis of internal political agendas and not on 
the judgement of whether or not it was sound policy reflects on the 
political will of the Rudd Government and a lack of rigorous belief 
in reformist policy. 

Rudd’s Energy Minister Martin Ferguson has made no secret about 
the problems the federal government faces over the issue of energy 
reform. In March 2010, he revealed that more than $100 billion of 


new investment was needed across the country in energy infrastructure 
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just to keep the lights on in homes, and production going in industry. 
“For too many years, uncertainty about carbon pricing, state 
government privatisations, retail price regulation, and more recently, 
the global financial crisis, have hampered investment,” he said. 

It is something Rudd himself has so far failed to acknowledge 
and an issue that will require a serious commitment to micro- 
economic reform and cooperation with the states. 

There is also little evidence that the political lessons have been 
learned from the war in NSW. Emboldened by what happened in 
NSW, the Queensland unions turned their attention to Premier 
Anna Bligh in early 2010, issuing threats against her leadership over 
a similar asset sales program. 

The only difference was that in the case of Queensland, Arbib 
and Albanese did use the national executive to prevent the unions 
calling a special conference to move against her. However, the 
reason for their intervention had little to do with supporting the 
policies of a state Labor government and more to do with avoiding 


an industrial war in the lead-up to the 2010 federal election. 


OF THE Prime Minister, it can only be said that the problems he 
still faces in NSW, electorally and within the Labor Party machine 
itself, while not of his own making were problems he did nothing 
to prevent when he had the opportunity to do it. 

Instead, he chose populism over policy. And in doing so, he is a 
victim of his own broken promise. 

If Rudd had acted to protect lemma, he would have had a far 
more stable government in NSW, one that would be flush with cash 
through the sale proceeds of the electricity industry and one with 
significant infrastructure projects underway by the time of the 2010 
federal election. Rudd’s electoral prospects in NSW would be 
demonstrably more favourable than what will face him at the 2010 
election. 

The issues facing NSW now, with its congestion crisis and the 


collapse of a coherent transport infrastructure strategy to deal with 
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it — largely because of lack of funding — are directly attributable 
to lemma’s failure to succeed with his $15 billion privatisation. 
The last two years of government in NSW is arguably the worst 
in the NSW Labor Party’s recent history. To find precedents, one 
has to go back to the 1930s under Jack Lang. The NSW branch of 
the ALP has seen three general secretaries in three years, as many 


as it has premiers. 


And as Keating says, the problems of NSW are problems too for 
federal Labor. 

Through his own actions, and indeed his inaction, Kevin Rudd 
has raised the very reasonable questions: What does he stand for 
and who really runs the Labor Party? 

The 2010 federal election will be a critical one in determining the 
future of Australia and the direction in which Rudd intends to take 
it. But it is also one that will raise questions about the Labor Party 
and the Rudd government’s ability to deliver meaningful reform. 

Rudd has recently found himself on the back foot over the 
bungled $2.5 billion home insulation scheme, his so-called Building 
the Education Revolution, and is facing serious questions over the 
deliverability of his belated $50 billion national health reform 
package. 

And he has reverted to type: picking fights with unpopular state 
Labor governments in an attempt to boost his own electoral 
prospects. So much for “ending the blame game”. 

Much of the reason for Rudd’s failure so far to deliver on the 
expectations of a community that elected him in 2007 can be 
explained through the events of 2008 in NSW and the battle over 
privatisation. 

Critical micro-economic reform was stymied by a lack of 
cooperation between the state and federal governments, which 
allowed Party and union officials to dictate what would and would 
not be Labor government policy. 

It is a case study in the failure of the new Labor model — 


exemplified by the Rudd government and those now advising the 
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Prime Minister who helped bring down a sitting Labor 
administration in NSW. 


But it has implications for Labor and Australia far beyond the 
next elections. 

This nation’s global awakening and path to prosperity began 
under Hawke and Keating. It was a time when such reform was an 
infinitely more difficult prospect for a Labor Government. Hawke 
and Keating challenged the existing orthodoxy of the Labor Party, 
its union base and the fears of a nervous electorate to forge a new 
destiny for the country. John Howard and Peter Costello stood on 
their shoulders. But Rudd appears in his first term to have taken 
Labor back in time, allowing archaic Labor conventions to re- 
emerge as the Party pursues a model of modern political 
professionalism. 

With Australia having stepped into a new millenium and a 
dramatically changing world, Australia will be looking for a 
government willing to undertake the next wave of reform to secure 
our place in It. 

Will Labor be up to the challenge or will it wither, considering 
what many in the Party see as a betrayal of modern Labor’s raison 


d’étre as so successfully forged by Hawke and Keating? 


KEATING MAKES no explicit judgement about Kevin Rudd but 
proposes an unambiguous warning about the future of national 


Labor governments that choose to surrender the hard decisions. 


The reality is that what happens in the states today is more 
important economically than what happens in Canberra. Save for 
the budget balance, which is always important and for monetary 
policy which is independently set by the Reserve Bank. 

But the days when the Cabinet had interest rates, wages and 
tariffs on the table are gone. What is on the table now? National 
coffers and the interaction with the states to see the micro-economic 


changes in the non-traded goods of the economy, like railways, 
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transport, the shape of the cities, housing and all manner of social 
infrastructure. 

That is one of the great federal challenges ... not only are the 
states not financially up to it, as operating entities they are not up 
to without some federal policy direction and assistance. 

What they did in NSW was pull away at the foundations of the 
shift in the national economic debate and that is the pity of it. 

The Commonwealth-State agenda now is the only economic 
agenda ... so the federal government can’t let the primary agenda 
go to waste. 

The NSW electricity privatisation was the first shot at that 
agenda. That’s been shot into the air. And this will make it harder 
for the Commonwealth to have its way on all those issues which 


from here on out are state based issues. 


WHAT IT means for the future of the Labor Party will be for others 
to judge. The underbelly of Australian Labor politics has been 
exposed in NSW in a manner most crude. 

“But of course,” says Keating, “the public will get a say in all of 
this...” 


QUESTIONS TO KEVIN RUDD 





rime Minister Kevin Rudd was invited twice to be interviewed 

for this book. Initially, in late 2009, he agreed in principle. A 
formal request was again made in January 2010. It was agreed with 
his chief of staff, Alister Jordan, that some general questions be 
submitted to cover a range of topics. 

Instead, I chose to pose a list of written and direct questions 
about some of the key events and conversations that have been 
described in the text of the book. | provided them to the Prime 
Minister’s office in the second week of January 2010 and again on 
January 29. 

By the time this book was ready for printing in April, I was yet 
to receive a response from the Prime Minister’s office. The following 


is an edited text of my questions: 


1. A meeting was held between Morris Iemma and Kevin 
Rudd (also present were Mike Kaiser and David Epstein). 
Mr Rudd asked Mr Iemma to delay his plans for the 
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electricity sale. In return Mr Rudd made a commitment to 
take the issue to national executive jn support of Mr 
Iemma, should the unions succeed at overriding the policy 
at state Conference. 


a. Is this true? 

b. In light of the union threats to disrupt the federal 
campaign over the issue, what were the PM’s primary 
concerns about the plans being announced during the 
campaign? 

c. Why did the PM decide ultimately not to honour that 
commitment? 

d. Was the PM advised by Gartrell, Arbib, Epstein or others 
to “stay away” from the problems in NSW? 

e. Was the advice to the PM that he could not honour the 
commitment to Mr lemma because of a perceived risk of 
getting involved in a state issue? 

f- When did the PM become aware that there were plans to 
dump Mr lemma as premier and how did he become 


aware of those plans? 


No 


. In February 2008, Morris lemma met with the PM and 
Treasurer Wayne Swan in Canberra to discuss federal 
assistance in funding key NSW infrastructure projects. 
Treasury Secretary Ken Henry and NSW Treasury 
Secretary John Pierce developed a 10-year funding 
envelope of around $1 billion a year to go to NSW to 
assist in the projects (which included metro rail and M4 
East motorway) and which were to be initiated through 
seed money from the sale of the NSW electricity assets. 
The PM made a commitment that the May 2008 budget 
would include a sizeable down-payment on that 


cooperatıve arrangement. 
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a. Why did that not occur? 


3. In August 2008, Morris lemma spoke to the PM and asked 
for his support in protecting sitting MPs, including 
ministers, who were being threatened with their 
preselections by union and Party officials if they voted in 
support of the caucus decision to proceed with electricity 
privatisation. The PM declined to step in, claiming that he 
did not want to set a precedent. 


a. Why did the PM think this was not an issue worthy of 
national executive intervention? 


b. What was the negative perception that could have 
arisen from the PM promising to protect MPs voting in 
accordance with the Party rules on caucus solidarity 
against threats from the unions? 


c. Does the PM support the ALP’s national policy on 
electricity reform? 


d. If so, how does he intend to proceed in light of the 


significant union opposition to the policy? 
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